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The Birth of 
American Thrift 


The United 
published as a public document a 


States Senate has 


study entitled, “The Birth of 
American Thrift.” 

The war is teaching thrift to 
Americans. How widespread is 
the patriotic response to the need 
of the country and how the 


emergency is teaching millions the 
satisfaction of thrift are explained 
in this booklet. 
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With offices in a number of cities, 
East and West, established for the 
purpose of buying and selling Muni- 
cipal Bonds, we are able to offer in- 
vestors a widely varied list of bonds 
suitable for individual needs. 

These include issues of leading com- 
munities throughout the country. 

It is greatly to the advantage of 

investor or private institution 
to purchase their Municipal Bonds 
from an organization like ours which 
specializes in this branch of the in- 
vestment business. 


William [2 Gmpton ©. 


Municipal Bonds 
Over a Quarter Century in this Business 
14 Wall Street 
St. Louis 


New York 


Cincinnati Chicago Pittsburgh 


HUGNUEAUEAUEONADONUNAADONDANONONGEOOAdeNoaneNnoOeOuOnoOnONeOttiS 
PILLEASE MENTION 


THE MAGAZINE 


or Watt Street wien 


wriling 














}! 
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Two-Year @&, Gold Notes 


Oklahoma Gas & Electric 
Company 


Price 99 and Accrued Interest 


Proceeds will retire floating debt, including pur- 
chase of desirable new properties, retire outstand- 
ing debentures and supply funds for transmission 
lines and improvements. Company has had long 
record of success serving electric and natural gas 
requirements of Oklahoma City, Muskogee, Sa- 
pulpa, Enid and El Reno. 

New properties and extensions will serve large 
oil fields. Net earnings year ended April 30, 1917, 
$877,280, or a gain of $98,473, and more than 
twice annual interest charges. 


Ask for Book and Circular B-100 
R. S. MOORE & COMPANY 
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HAVE THE BANKS DONE WHAT 
THEY COULD? 


N our department “The Round Table” we include a letter from a prominent Maryland 
attorney in which he says that he cannot buy more Liberty Bonds because of the sharp 
decline in the prices of his other investments. He thinks that the big banking interests 

do not appreciate the situation and that they should create a “‘stable and improving market” 
by putting an end to bear raids. 

The writer of the letter says what thousands of others are saying or thinking. A 
great many persons—possibly a majority—believe that the banking interests could have 
prevented the decline in security prices had they chosen. 

We have no disposition to minimize the very powerful influence of New York's 
powerful financial interests on public sentiment in regard to security values under any ordi- 
nary conditions. And it is certainly true that it is the patriotic duty of bankers to do 
everything in their power to create a cheerful investment sentiment at a time when war 
compels the raising of billions of money. 

But no combination of influential interests can make water run uphill. In a panic 
resulting from local causes, such as big failures or unfounded public fears, the bankers 
could stem the tide and often have done so in the past. But a world-war, involving a score 
of the greatest nations and lasting for years, is something quite different. The present low 
prices are not the result of panic. They represent a readjustment of investment values to 
new world-wide conditions. 

Even the most powerful combination of financial interests cannot create a ‘‘stable and 
advancing market’’ until such a readjustment is completed. The effort to do so would be 
like sweeping back the tide with a broom. If bankers attempted to buy all the stocks and 
bonds offered, it would go hard with the bankers, and the last state of the market would 
be worse than the first. 

What the banks have done is to maintain easy money by combined effort and with 
the aid of the Federal Reserve Board; to warn speculative houses connected with bear 
operations that further raids would be against their permanent interests; and to encourage 
large investors to accumulate some of the more promising securities by the placing of 
moderate scale orders. . 

The Federal Reserve Board, which is working hand in hand with the New York 
banks, would do more to help the markets if any way to do that safely could be discovered. 
But there is no financial power in this country strong enough to set a limit to the decline 
and say, “Thus far shalt thou go and no farther,” except the U. S. Government—and for 
the Government to do it would be appallingly costly and of doubtful utility. 

The legend of omnipotence which attaches to the great financial interests is not without 
considerable foundation, but they cannot exercise any broad control over world-wide 
investment changes. 

Need the fall of prices prevent subscriptions to the new Liberty Bonds? 

Evidently the unfavorable investment situation must reduce the subscriptions of those 
who are tied up in other securities. But it is important to remember that these bonds are 
the best securities in the world and as such are acceptable as collateral by any bank or 
trust company to 90 per cent. of their par value; also that the bonds will have a broad 
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market, so that they can be sold at any moment if the holder find himself involved im 
unexpected difficulties. 

Even the investor who usually shrinks from buying on credit should not hesitate now 
to buy Liberty Bonds on part payment, permitting the banks to lend him the necessary 
amount to cover the remainder of the cost. It is a safe and patriotic plan and solves the 
problem of many a security holder. 


THE OUTLOOK 


Liberty Bonds as an Investment—Strengthening the F. ederal Re- 
serve—Railroads and Higher Rates—Effect of Fixed Prices 
—Excess Profits Tangle—The Market Prospect 














ESULTS of the Liberty Loan subscription at this writing show 
that to make it a success it will be necessary for every individual 
to take his share. Some, of course, will not do so, for there 
will always be recalcitrants and shirkers, but Wall Street be- 
lieves that the patriotic sentiment of the people as a whole will 
rally to the occasion loyally. 








The country does not half appreciate the excellence of the 
investment offered by the Liberty 4s. After the war U. S. 
Government credit will return to a 344 or 3 per cent. basis, which means that 
these bonds will sell at a substantial premium. Thus the investor will get a 
profit in addition to his interest. 

Another important point is generally overlooked. Commodity prices will 
decline after the war. Therefore the value of a Liberty bond measured in beef, 
wheat, iron, potatoes, ete., will be very much greater then than now. And since 
the only true measure of the value of money is what it will buy, the owner of 
a bond will derive another large profit from the fall of general prices. 

Strengthening the Federal Reservé System 
SY 7) L is welcome news that from October 1 to the date of writing, State Banks 
bid TT having total resources of a billion and a quarter have joined the Federal 
va} Reserve System. Over 100 State institutions are now members and many 
=——<— other important banks have applied or are arranging to apply at an 
early date. 

This strengthening of the Federal Reserve at a time when the banks are 
assuming such a heavy burden in supplying war credit is a most important 
move. It means that the Federal Board’s control of the money market will be 
further fortified and that, although no pronounced ease in money is possible in 
the face of the Government’s big demands for capital, the market will be kept 
on an even keel and stringency prevented. 

The Railroads and Higher Rates 
AST March the roads asked for an increase of 15 per cent. in freight rates 
to cover higher costs of fuel, wages and supplies, and on June 30 the 
imi} Commission granted the increase on coal, coke, ore, and to some roads 
=< on iron, and allowed the Eastern roads increases of 8 to 10 per cent. on 
about 25 per cent. of their freight. 

So far as the Eastern and Middle Western roads are concerned, these in- 
creases have plainly proved insufficient. For the first half of 1917 Southwestern 
and Pacific roads gained over 25 per cent. in net earnings over 1916; the South 
held its own; but Eastern roads showed a decrease of 15 per cent. and Middle 
Western roads a decrease of 18 per cent. 
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The roads east of the Mississippi and north of the Ohio have therefore ° 
applied to the Commission for an increase on commodities not included in the 
first decision. It seems clear that the increase is needed and officials of the 
roads are hopeful that it will be granted. 

Effect of Fixed Prices 
HE Government’s struggle with the difficulties of price fixing has pro- 
gressed as favorably as could perhaps have been expected. The price 
frm of bituminous coal was, in the opinion of most observers, placed too 
low, but subsequent prices have been fixed to permit good profits to the 
industries concerned and to bring out practically the maximum production. 

In the steel trade, profits on the basis of fixed prices will probably be as 
large as those of the past six months. It is to be remembered that the absurd 
quotations which made price fixing necessary did not represent any considerable 
volume of business. They were made for small lots, by producers who had 
purposely refrained from entering into advance contracts in order to profit by 
just such a pinch. This has not been the policy of the big. producers. 

The Excess of Profits Tangle 

S to what the excess profits tax will leave for stockholders, that is another 
A question and it has not yet been solved by the legal departments of the 
aaaee| corporations concerned. Excess profits taxes for the copper companies 
= would seem to be the easiest to estimate, but leading attorneys when 
consulted have held very different views as to the meaning of the law and it is 
doubtful whether the question can be settled without an explanatory ruling 
from the Government. 

The chief difficulty lies in the question “What is invested capital within the 
meaning of the law?” For example, some have calculated Utah Copper’s excess 
profits tax at $8 a share; but mining companies are permitted to make an 
allowance for depletion of their capital accounts by ore exhaustion, and that 
would reduce the tax considerably—but how much? 

At present investors find themselves unable to arrive at any sound estimate 
of probabilities in regard to the effect of the tax. That uncertainty has had no 
small part in the weakness of the stock market. 

It is certainly to be regretted that our laws cannot be passed in such shape 
as to make their meaning clear, but that is an ideal never yet obtained in this 
country. In fact, we seem to get further away from it every day. 

The Market Prospect 

HERE has been a good deal of absorption of stocks in small lots for 
investment in recent periods of weakness of prices. The sellers of stocks 
have been for the most part those who bought some time ago and have 
carried their stocks during the decline, while buyers represent another 
class, who sold out at much higher prices or have held aloof from the market 
heretofore. Most of these new purchases are made very cautiously, in small 

quantities in proportion to capital available. 

We called attention in our last issue to the desirability of moderate invest- 
ment purchases of the best railway stocks in such periods of extreme weakness 
as those recently seen. On many of these stocks we have a strange combination 
of panic prices and record-breaking earnings. 

Holders of sound investment issues should not allow themselves to be 
frightened into sacrificing their securities at a heavy loss; but until the market 
outlook is clearer we do not advise extensive new purchases except when special 
bargains appear in high-grade investment issues, and these should be bought 
for a long pull, with a view to holding a few years if necessary. 

—October 22, 1917. 
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No. 2—Copper After 
the War 


Popular Misconceptions Dispelled 
—True Costs of Porphyries—Pro- 
duction Outlook—The Problem of 
Future Dividends 











By W. R. INGALLS 
Editor, The Engineering and Mining Journal 





[Editor’s Note—We are glad to be able to present 
the following able analysis of the copper situation by 
Mr. Ingalls. The Engineering Mining Journal, of 
which he is Editor, is the recognized authority in 
the copper industry, and its cami iamnns prices are 
accepted as official by the mining, smelting and re- 
fining interests of the country. Mr. Ingalls has won an 
enviable reputation as a keen and careful writer, and 
his broad theoretical knowledge of his field is backed 
by a number of years of actual operating experience.] 














HE popular reviews of the copper situ- 
ation in many cases lack both vision 
and perspective and are apt to con- 
vey erroneous impressions. Some 
writers are having difficulty just 

now in explaining that all the gorgeous stories 
told in the past were not just what they meant. 
Let us try to arrive at some clear and unbiased 
views. 

The world’s production of copper during the 
last four years, as reported by the Engineering 
and Mining Journal, is given in an accompany- 
ing graphic. For reasons of statistical con- 
venience the figures are given in metric tons. 
Metric tons are near enough to long tons of 
2240 Ibs., to permit the reader to think of the 
latter without being far wrong. 


Enormous 1916 Production 


Two things stand out preeminently in this 
table, The enormous production of 1916 is not 
out of line with the previous history of copper 
notwithstanding the extraordinary conditions 


produced by the war. It has long been a pre- 
cept that copper production (and consump- 
tion) about doubles every 10 years, and in 
fact the production of 1916 was about twice 
that of 1906, which in turn was about twice 
that of 1896, which about doubled that of 1886. 
This is not to say that the war demand was 
not of enormous influence upon the industry, 
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but it is to say that if there had been no war, 
but simply normal conditions, so large a pro- 
duction as was made in 1916 would have been 
a not unnatural development. 

The other outstanding feature is that the in- 
crease in production in 1916 was derived main- 
ly from the United States, other countries fail- 
ing to show any great expansion in spite of 
the very high prices in 1915 and 1916. 

The lesson of this is that a steadily advanc- 
ing price during two years, attaining finally a 
level around 27c., was necessary to force the 
increase in production that was needed; and 
that the United States alone possessed the re- 
sources that could be forced to a high pitch, 
other countries lacking in general either the 
resources or the means of developing them. 

Mischievous Prices 

Now as to price, a lot of harm has been 
done—in politics, in the relations with labor, 
and in other respects—by reckless representa- 
tions of the market being higher than it ever 
was. These helped the stock market boom 
last November, but both in that and in all 
other respects they were mischievous. 

Therein was an absence of perspective. In 
1916 American refiners produced 2,300,000,000 
Ibs. of copper. This means that an average of 
44,000,000 Ibs. of new copper had to be sold 
every week to dispose of the output, not count- 
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ing resales or the disposition of copper re- 
fined from junk. 

I remember one sale at nearly 40c. that was 
widely heralded on the tickers, which when 
run down proved to be a lot of 2,000 Ibs. 
This was a good deal of a joke in a market 
wherein lots of 1,000,000 to 5,000,000 Ibs. are 
common commercial units and transactions 
have got to run to nearly 50,000,000 Ibs. to 
make the business of an ordinary week. Fancy 
prices were indeed paid for relatively small lots 
of copper under special conditions, but in no 
wise did they represent the major market. 

Indeed, the Engineering and Mining Journal 
quotation of the major market, which is the 
commonly accepted basis for transactions, was 
too high, for the reason that the major market 
was enormously contracted by the subtraction 
of copper in huge blocks by the Allies. After 
the gigantic contract in October, 1916, when 
the producers disposed of the bulk of their 
expected production up to the middle of 1917, 
and the large domestic buying in November, I 


producing copper. About 10 years ago there 
was introduced to American investors a group 
of new copper companies, which are now 
known generically as the “porphyry coppers.” 
The basic idea in connection with them was 
the exploitation of vast deposits of ore of 
low grade, theretofore neglected on just that 
account, on a scale of magnitude previously 
unparalleled. The consummation of this plan 
required huge investments of capital, and in 
order to interest the public in furnishing it, 
there was necessarily an extensive propaganda, 
in which representations of the benefits of 
mining on a gigantic scale, including low cost 
per pound of copper, played an important 
part. 

Let me make haste to say that there was no 
intention to delude the public. On the con- 
‘trary, the public made more money in these 
enterprises by the legitimate development of 
wealth than it had ever done previously in 
the history of mining. Yet, this did not hap- 
pen exactly as forecast by the promoters. In 








DATA OF PRINCIPAL COPPER COMPANIES. 


Surplus 


Average 
at end 


net income 

1911-1913. of 1913. 

Anaconda $11,741,184 $7,021,171 
298,529 


Chino 5,529,410 2, 


Inspiration ni 
Miami 1,336,625 
3,069,643 
2,758,126 
9,708,653 
a Capital stock only. 


Net 
income 
in 1916. 


$50,828,372 


12,843,161 
20,629,489 


8,000,000 
15,435,359 
12,084,166 
39,738,675 


Surplus 
at end 
of 1916. 


Number 
of 


shares. 


2,331,250 
869,980 


1,181,967 


12,353,643 
13,813,178 


43,153,137 1,624,490 


Capital 
stock plus 
cash paid in. 
a$116,562,500 

7,345,153 
23,639,340 
5,730,981 
17,069,135 
17,278,436 
24,535,520 








do not suppose that the sales of copper during 
the ensuing seven months averaged more than 
10,000,000 Ibs. per week and the high quota- 
tions were made upon that restricted market. 

It resulted from such a condition that while 
the quotational average for 1916 was 27.2c., 
the producers actually realized only about 25c. ; 
and while during the first half of 1917 monthly 
avérages ran as high as 313%4., producers had 
sold their output at 2644@27%c. 

Consequently those alluring computations m 
financial journals of what copper companies 
would earn on 30c. copper, 35c. copper and so 
on, and the recent talk in Washington about 
price-fixing as a necessary measure for deflat- 
ing the copper market that had been blown up 
extravagantly, and all such things, were based 
upon premises that were erroneous if not fic- 
titious. Unfortunately that was not under- 
stood in Washington. 


A Fiction Dispelled 


Another formerly pleasing fiction that has 
lately been dispelled related to the cost of 


general, they overestimated the grade of the 
ore and underestimated the cost of produc- 
tion, but those errors were more than offset 
by the orebodies proving to be larger than 


_ anybody imagined. 


The underestimating of cost lingered with 
us until a few months ago, although most all 
of these companies have been fully going con- 
cerns for several years, and it has been a 
favorite pastime for Wall Street organs and 
the companies themselves to estimate their 
costs lower than they are actually. This is 
the result of the same self-delusion that leads 
the automobilist to underestimate his cost 
while he is running on new tires or causes 
the city man to make his farm accounts look 
good by credits to capital account. 

The bookkeeping of some of the older com- 
panies—Anaconda, Phelps, Dodge & Co. and 
the Lake Superor companies—is irreproach- 
able; but many of the newer companies—in- 
cluding some of the porphyries—do not really 
produce their copper so cheaply as they think, 
and never have done so. 
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Their eyes were opened when a few months 
ago the politicians in talking about cost plus 
10% began to quote their own figures against 
them, and it may be safely prophesied that 
hereafter there will be more debits to opera- 
tion and fewer credits to capital account than 
there used to be; and managers will con- 
sider more carefully whether they ought to 
run a cheap mine and a dear railway, or vice 
versa. 


Earnings Versus Dividends 


Of course this has in no wise any bearing 
upon the dividend payments of the companies 
unless they have been distributing what they 
did not earn. However, I do not think that 
any of them has offended in that respect. The 
case has been rather that their dividends have 
been less than their apparent earnings might 


7 

How long are Great Britain and France 
going to be in returning to their industrial 
pursuits? 

To what extent is industrial consumption 
being deferred in the United States and when 
will it swell again? 

In short, on the side of consumption it may 
be expected that Europe will emerge from the 
war with its entire industrial plant destroyed, 
worn out or badly impaired. America will be 
in a far less disastrous situation, but its means 
of housing its people, transporting them and 
their supplies, and affording the other require- 
ments of living will have fallen short of the 
needs. 

These conditions imply a large desire for 
copper, but desire and fulfilment thereof are 
not the same thing. The question will be 
what can the world pay for, and nobody can 
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have been supposed to justify. I do not be- 
lieve that any of the big companies produced 
copper previous to the war at a cost much 
below 10c. per Ib., although some of them 
thought they did. 

What of the future of copper? What may 
be: expected after the war? These are the 
questions that are in the minds of everybody. 

I do not believe that anybody can answer 
them with any assurance. Many persons may 
offer answers and some of them may prove 
to be correct, but if so it will be owing to 
their having guessed right rather than to 
any exhibition of reasoning. 

There are too many factors about which 
nobody knows anything. Here are some of 
them: 

How much copper is Germany going to re- 
quire for replacement? 

How much can she afford to buy? 

How much is going to be reclaimed from 
the battlefields? 

How much from sunken ships? 


yet answer that, for nobody knows what the 
world’s financial position is going to be. 


Production Outlook 


On the side of production I do not look fur 
any great increase over the rate of 1916, which 
was not extravagant, as I have previously re- 
marked, and the world’s total for 1917 will 
undoubtedly be smaller. The increase that 
has occurred during the war would not have 
been possible had not Inspiration and 
Chuquicamata been on the point of coming in. 
Besides these, the increase in output was de- 
rived from extensions by the older mines. In 
the main they have now reached their limits. 

There is not anywhere in the world at the 
present time any new producer of great mag- 
nitude that is being developed. There are 
but few known deposits that are capable of 
development. Even in the cases of those that 
are known, equipment has been deferred owing 
to present high costs and general difficulties. 
The Chile Copper Co. plans an enormous ex- 
pansion, but its program may be regarded as 
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a matter of ten years in its execution. 

On the other hand, a contraction of present 
production at any decline below the present 
level of 23%c. may be expected; indeed, it 
may easily be that that price is already too 
low. I think that it may safely be general- 
ized that the prices of all commodities are ex- 
hibiting an inflation due to a common cause. 
This inflation seems to be something like 60%, 
probably more. However, let us assume 0% 
for sake of argument. Before the war we had 
taught ourselves to regard 144%4@l5c. as a 
price reasonably to be expected for copper in 
the long run. A 60% inflation would mean 
23@24c. as the same thing now. It would 
also mean that a mine that used to have a 
10c. cost might have a l6c. cost now, while 
a mine that had a 15c. cost then might have 
a 24c. cost now. 

At any time there is always some producer 


The lesson from this is that some producers 
are unable to make any money at 8c. On the 
other hand, other producers like Butte & Su- 
perior are making a great deal of money— 
not so much as they were in 1915-16, but far 
more than previous to the war they ever ex- 
pected they would. In other words, the in- 
flation creates a much wider spread in the 
position of the several producers than there 
used to be, and is much in favor of the large, 
more economical producers. 

I look for something similar, not merely to 
develop in the case of the copper producers, 
for develop it has already, but to continue 
for a long time to come. 


Present Inflation 


The inflation that is now with us will re- 
main for a long time after the war, gradually 
ameliorating. Labor will be short in supply 
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ihat is just getting an old dollar for a new 
one, considering returns over a reasonably 
long period. Present conditions will auto- 
matically effect a curtailment of production at 
a far higher price level than in 1907, let us 
say, or than at any previous time in recent 
industrial history. <9 

We have seen exactly that happen in zinc, 
which was the first of the major metals to 
go to an extravagant figure and the first of 
them to regain the balance wheel of an ac- 
cumulation of unsold stock. Before the war 
we used to look on 5%@54c. as the normal 
average price. Around 5c. producers began 
to complain. We have lately heard similar 
complaints with the market at 8@9c., and 
what is more important have witnessed an 
actual curtailment in production from about 
65,000 tons per month last spring to about 
55,000 tons now. 


and costly. Managers will seek to offset that 
by increased mechanicalization, but that will 
be a slow process. If consumption contracts 
from the present rate, there will begin an au- 
tomatic curtailment of production at a price 
that will be much higher than in ante-bellum 
time, for the simple reason that cost of pro- 
duction is higher and is likely so to continue, 
but while the margin to some producers may 
be nil, to many producers it will be large. 

What of copper stocks? will be asked by 
many readers of this magazine. 

One of the astonishing things in the stock 
market during the war has been the non-de- 
velopment of any old-fashioned boom in the 
copper stocks. While the copper mining com- 
panies have been earning fabulous sums of 
money and enriching their treasuries in an all 
but incredible way, while the motor stocks 
and ammunition stocks have had extravagant 
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rises, the copper stocks have enjoyed noth- 
ing but an advance last November, which, 
after all, was moderate. 
Copper Security Prices 
Some of the stocks that have appreciated 
a good deal, like Utah and Inspiration, have 
reflected nothing more than increase of their 
intrinsic value as compared with what it was 
before the war. Anaconda during the No- 
vember boom did not even reach the quota- 
tions of ordinary times before the war, and 
at present is quoted at figures that even be- 
fore the war, were regarded as cheap, although 
the present condition of the company has 
changed enormously for the better. 
It is likely that some of the copper com- 


panies that have increased their dividends 
largely will some day have to reduce them, 
but it is unlikely that they will be compelled 
to reduce them below a rate that will continue 
to make present selling prices look cheap. 
The most conservative companies, those that 
have made only small increases in their divi- 
dends, will probably not have to reduce at all. 
Of course, discrimination must be exercised, 
for all of the copper producers are not in 
equally good positions, but speaking generally 
we may still seek a bright future for the cop- 
per producers, in spite of the arbitrarily fixed 
price for copper, in spite of the increasing 
cost of production and ‘in spite of the enor- 
mous subtraction from their net income by 
the new revenue bill. 








No. 1.—THE TOBACCO INDUSTRY 
Part B.—Outlook For Tobacco Securities 


Keen Competition—Heavy Advertising Expenditures—Rea- 
sons for Market Declines—Analytical Discussion of 
Import Issues—Their Position and Prospects 





By ROBERT S. PIERSON 





BOUT the greatest thing that hap- 

pened to the tobacco industry since 

Sir Walter Raleigh persuaded Queen 

Elizabeth to partake of the sedative 

weed was the dissolution of the 

trust in 1911. The following distribution of 

assets and brands also marked a new era 

in another field. The distribution led up to 

one of the wildest banquets the advertising 

men have ever set in at in all their interesting 

careers, for there has been no limit to the 
advertising campaign that followed. 

What was left of the old American Tobacco 
Company had Tuxedo, the train tourists’ pest 
Bull Durham, Piper Heidsieck and Pall Mall, 
while Liggett & Myers took over Duke’s Mix- 
ture, Velvet, Horse Shoe Plug and Fatimas, 
not to mention Home Runs. Each of the old 
American Tobacco subsidiaries began to see 
how much they could contribute to the pro- 
prietors of the Saturday Evening Post, not 
to mention the members of the Bill Posters’ 
Association and the managers of the college 
dailies. A recently returning traveler from 
the East says that posters proclaiming the 
respective merits of competing cigarettes blot 
the unmapped stretches of far distant prov- 
inces of China almost as effectively as they 
do the right of way of the Pennsylvania from 
New York to Baltimore! No step has been 


neglected in an effort to make two smokes 
light where only one polluted the atmosphere 
before. Old brands have received redoubled 
attention and new ones, such as Mecca, Camel, 
Zira and Omar have been trotted out to pro- 
mote new demands. 

However, attempts to enlarge the tobacco 
business have not been any too successful in 
net results. The companies, as a class, have 
been manufacturing a product requiring com- 
paratively small plant investment, and exten- 
sions have been made in advertising rather 
than in increases in mnufacturing facilities. 
The very large good-will items in the balance 
sheets represent, perhaps what is, at least in 
part, an investment of surplus, but no com- 
parf¥ can cut down its publicity appropria- 
tions and service. The competition is too 
keen. Therefore, it seems reasonable to con- 
sider the enormous advertising outlay as cur- 
rent expenses and to-compare and consider 
reported earnings just as they are reported, 
and none of them promise to climb into the 
Sears Roebuck. class as regards growth in 
either sales or net earnings. 


Erratic Earnings 
Take down a Poor’s Manual for 1911, dust 
it off, and look at the consistent growth of 
net earnings shown by the old American To- 
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bacco Company and compare them with the 
final results of the separate companies since 
1911. Further comment won’t be necessary. 
Somehow the separate companies have shown 
more erratic earnings. 

Let a man receive a raise in salary and he 
will smoke more expensive cigarettes, 
whether his wife gets new furs or not. He 
will smoke Fatimas where before he smoked 
Home Runs or “rolled his own,” and when 
he gets another raise he will be really 
aggrieved to find that Pall Malls’ cost is now 
up to the par of twenty-five cents. On the 
other hand when a man finds that his income 
is cut down he is soon surprised to find how 
good the lower priced goods really are, and 
upon a further cut in income he will take 
refuge in his pipe, from which the worst 
panic or famine cannot drive him. Naturally, 
therefore, the year 1916 brought the greatest 
prosperity to the tobacco companies they had 
seen, just as 1914 cut down their net earnings. 
As was shown in the last number, the sailing 
hasn’t all been smooth, and increased costs, 
internal revenue, excess profits, taxes and 
labor problems haven't all been passed to the 
ultimate consumer. 

Tobacco stocks have recently taken a bad 
fall in the markets. American Tobacco has 
been off to a price figuring lower than at any 
time since the dissolution of the trust, and 
United Cigar Stores and Tobacco Products 
have featured in the accounts of exceptional 
declines to lower levels. In times of drastic 
general declines they all go down, good and 
bad, but there were special causes for the 
unusual slashing of certain tobacco stock 
prices aside from the normal discounting of 
poorer business in all lines. 


American Tobacco 


American Tobacco had an asset or book 
value of only $58 a share on December 31, 
1916, after deducting the “Brands, Trade- 
marks, Good-will, etc.,” carried at $134 per 
share. As to earnings, the company has shown 
for the past four years, 2812 per cent, 21.04 
per cent, 20.05 per cent and 22.73 per cent, 
while in each year the dividends have been 
20 per cent. The company is in splendid 
financial condition, showing a net working 
capital amounting to 68.3 per cent of gross 
sales, while 1917 business is said to be run- 
ning up into new figures for gross, but for a 
20 per cent dividend payer the earnings surplus 
over a series of years has been surprisingly 
small and quotations of 29434 in 1913 and 256 
in 1915, and of 229% in 1916 evidence a 
security selling far out of line. Gross for the 
last year was $70,009,437, but it was $64,710,286 
in 1915. 

The company in publishing sales, shows only 


those of companies whose stock was owned in 
toto and net earnings last year included 
$3,210,529 in dividends from stocks of com- 
panies whose stocks were only in part owned 
by the American. I haven't any figures show- 
ing how conservative these partially owned 
companies have been, but there is no proof 
that the unknown contains much that would 
greatly improve the net results. 
United Cigars 

The United Cigar Stores organization has 
made so much noise since 1911 that it is dif- 
ficult to remember that it was ance one of 
the American Tobacco family. The company 
itself is a holding corporation, possessing the 
securities of a New Jersey company of simi- 
lar name. This organization thereby enables 
the parent to show its income as “Dividends 
and Interest Received,” and thereby neatly to 
hide its actual earnings. However, there 
have been such agonized attempts to lift the 
stock by its own and borrowed bootstraps 
that it would seem very probable that the 
reported earnings on the common stock fully 
mark up to the actual conditions. The past 
five years have shown 5.75 per cent, 6.83 per 
cent, 7.09 per cent, 7.69 per cent and 9.48 per 
cent. For a while it was thought that the stock 
would be more popular on a $10 par basis, 
and so it was thus quoted for some time, 
but the stock couldn’t be forced above about 
12% or so, and it was put back on a $100 
par. The late lamented merger story was an 
accomplice in the marking up of the price 
to 127%, but the stock simply hadn’t the 
assets and the earnings that would justify 
high prices. Earnings have been consistent, 
to be sure, but comparatively meagre, and only 
the most courageous of pools would attempt 
to boom the stock. 


Tobacco Products 


Tobacco Products was, of course, the other 
stock mentioned in the recent merger rumors. 
United Cigar Stores was to be taken in at 
140 and Tobacco Products at 93. Just why 
it would pay anybody to give such prices 
was not disclosed, and probably couldn’t be 
for very good reasons. Tobacco Products was 
incorporated in 1912, and took over several 
well known’ independent companies and 
brands, such as Surbrug, Melachrino, Nestor, 
Khedive. The earnings per share have gradu- 
ally mounted from 0.30 per cent from October 
16, 1912, to December 31, 1913; 1.03 per cent 
for 1914, 2.31 per cent for 1915, to 5.44 per 
cent for 1916. The stock has just been put 
on a 6 per cent dividend basis, and announce- 
ment made that the net for eight months 
ended August was $1,000,445, against $809,108 
a year ago. Such figures might show solid 
food for optimism if projected consistently 
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into the future for some years hence. But 
they don’t furnish much satisfaction to those 
who bought the stock at recent high levels. 


P. Lorillard 


The P. Lorillard Company secured a reason- 
able share of the old American Company busi- 
ness. The Helmar, Turkish Trophies, Egyp- 
tian Deities, Murad, Etag and Between the 
Acts brands gave the Lorillard Company a 
fair position in the worldwide advertising 
contest. The company is the largest manu- 
facturer of Turkish cigarettes in this country, 
but its business in little cigars has been its 
largest end. 

Earnings on the $15,000,000 common stock 
ran for 1912 at 21.14 per cent; 1913, 21.66 per 


1916 were the largest in the company’s sep- 
arate history and were normal considering 
profits in all lines. The regular dividends were 
increased from 2% per-cent quarterly to 3 
per cent, and an extra of 5 per cent was paid. 
The stock sold up to 239%, which has been 
the highest as separately quoted. Current 
earnings are reported ahead of the 1916 re- 
sults, and it is possible that the company will 
show earnings before special taxes in the 
neighborhood of 30 per cent. 

On December 31, 1916, the tangible assets 
back of the common amounted to around $13 
a share. The brands, trade mark, etc., make 
a heavy impression in the balance sheet at 
$139 a share. The stock plainly has been 
selling on earnings and earnings haven't been 








EARNINGS AND DIVIDENDS ON COMMON STOCKS OF LEADING TOBACCO 
COMPANIES TOGETHER WITH STOCK PRICE RANGES. 


AMERICAN TOBACCO COMPANY 


% Earn. : 
for Com. a a Price Range 
2 





Sn” cchéveune 30.42 32414-241% 
SE) ecaweueds 28.12 20 29434-200 
SE ieknslina abs 21.04 20 256 -215 
SEY, hice ise 20.05 20 252%4-212 
SR Ao ceices 22.73 20 2297-188 
LIGGETT & MYERS 
% Earn, ; 
Year for a ~~ = nee 
16 235 -195 
16 190 -160 
16 260 -207 
16 305 -240 
P. LORILLARD 
ee Com Dividends Price R 
Y for Com. Dividends Price Range 
1912 ae ee 1.14 10 21514-167 
nn.: weacs shod 21.66 10 200 -167 
. | ae 16.03 15 190 -160 
SOD «cca on xo 18.05 13 189 -165% 
a 25.02 17 2397%-179% 








cent; 1914, 16.03 per cent; 1915, 18.05 per 
cent; 1916, 25.02 per cent. The returns aver- 
aged 20.03 per cent. 

In 1912 and 1913, when the price range for 
the stock was 167-215%4 and 150-200, the stock 
paid regular dividends of 10 per cent, and 
the company commenced to build up a com- 
fortable surplus. Although earnings in the 
next year, 1914, declined more than 5 per 
cent, an extra 5 per cent was paid, bringing 
the total to 15 per cent. The market price of 
the stock declined with all other securities, 
and the range was 190-150. In 1915 the extra 
dividend was cut to 3 per cent. Returns for 


TOBACCO PRODUCTS 


% Earn. 
Year for Com. Dividends Price Range 
SE: dviGectics 0.30* za 140 -130 
MEE adubatans 1.03 he fer a aaian < 
oa oe eee ry ‘ati badhmbe 
HERE IEF 4 ‘> 60%- 453 
S“skneaanes a + ewe 


*From Oct. 16, 1912, to Dec. 31, 1913. 
** Declared 114% so far for 1917. 


UNITED CIGAR STORES 


% Earn. 

Year for Com. Dividends Price Rang 
Mn sévunades 5.75 arr ee 
a asain’ os 4 Sbeneeds 

saunekbeee . 9%- 8% 
 . eae 7.69 7 11%- 
ees 9.48 7 10”. 5 
BOGE. scanavens . _ 10534- 90* 


*Stock quoted on $100 par basis in April, 


AMERICAN SNUFF 


% Earn. 
Year for Com. Dividends Price Range 
SPS 16.30 10%+4 203%-123 
SP cekhuanes 1519 124+2%4* 193 -150 
Bee 13. gee 172 -148 
Serre 13.29 12 165 -144 
See 15.10 12 1494-130 


*Also 21/5 shares of P. Lorillard Co. pfd 
and 3% shares Liggett & Myers pfd. to each 
100 American Snuff common. 

** Also 11,000 shares of American Tobacco 
pfd. and 5,000 shares of American pfd. 
distributed to American Snuff com. holders. 











large enough to mark the stock as attractive 
under present conditions, especially consider- 
ing that extra dividends are not so likely 
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since the largest 


nowadays as formerly, 
recipients thereof would have to divide with 
the Government on a 50-50 basis. 


Liggett & Myers 


Liggett & Myers Tobacco Company earned 
more for its stock in 1912, the first year of 
operations after the splitting up of the Amer- 
ican Tobacco combine, than in any year since. 
In this year 28.48 per cent was reported for 
the junior issue, with an average for the past 
five years of 25.28 per cent. Dividends of only 
3 per cent were paid in 1912, and the company 
established itself firmly so far as financial 
position was concerned by carrying nearly 
five and a half million dollars into the surplus 
account. In 1913, the following year, earnings 
dropped to 25.18 per cent, but the management 
felt justified in putting the stock on a regular 
12 per cent basis and paying 4 per cent extra. 
This disbursement of 16 per cent annually 
has been continued regularly since. In com- 
mon with most of the tobacco companies, the 
year 1914 showed comparatively poor results, 
with 20.20 per cent for the common and the 
market price ranged for the year 160-190, as 
compared with 195-235 in 1913, and 156%-225 
the year previous. Returns for 1915 showed 
improvement with 22.12 per cent for the com- 
mon, and quotations for the stock ranging 
from a low of 207 to a high of 260. Results 
for the latest calendar year were the largest 
since the initial year’s operations, and 25.80 
per cent was earned for the common. A new 
high record of 305 was hung up on the stock 
during the spectacular bull movement of the 
year, but the market price has steadily receded 
since then and the stock is now selling around 
200 to yield 8 per cent, which is none too low, 
considering the fact that there are no tangible 
assets back of it, and only $59 per share for 
the preferred after deducting the $40,700,000 
intangibles, which exceed the par value of the 
preferred and common issues outstanding by 
$3.825,000. 


Who Uses Snuff? 


American Snuff doesn’t depend upon the 
patrons of New York cabarets for its sales. 





Who uses snuff? “Who uses snuff?” answers 
a Southerner, who sold out to the American. 
“Millions of people down South, most all the 
negroes, and the poorer class of whités. It’s 
shipped into Miéississippi, Louisiana and 
Arkansas by the carload. Down there they 
take a hazelnut stick and chew the end till 
it’s frayed. Then they dip the end into snuff 
and chew it again. We call them ‘dippers.’ 
Then there are any number of people of both 
colors who place a little roll of snuff between 
the lower lip and their teeth. They leave 
it till it’s gone. No, they just swallow the 
juice. And, say, there is a pretty fair profit 
in snuff. You see, the buyers take tobacco 
that can’t be used for cigars; stock that is 
torn, good enough tobacco, but they get it for 
from four to six cents.” 

“How much does it sell for?” 

“Well,” replied the authority, “you just go 
down to any tobacco store and get a quotation 
on a pound, allow decent distributing profit 
and think it over.” 


Earnings on American Snuff 


Nevertheless, the snuff business, as shown 
by the earnings of the American and its rivals, 
the George W. Helme and Weyman-Bruton, 
is not of an expanding nature. The highest 
net of the American shown in the last five 
years was in 1912, at 16.30 per cent; the 
lowest in 1914, at 13.09 per cent, with the 
boom year 1916 at 15.11 per cent. The divi- 
dend record has been somewhat complex, 
owing to the fact that the company had 
securities of other tobacco companies which 
were distributed in 1913 and 1914. Cash divi- 
dends have been 15% per cent in 1912, 15 per 
cent in 1913, 9 per cent in 1914, and 12 per 
cent in the past two years. The stock is now 
selling at around 110, as against a high for 
last year of 165. The company has been de- 
claring dividends too close up to reported 
earnings to suit my particular fancy. It would 
have to sell a lot lower before it would look 
even relatively attractive in these times of con- 
tinuous basement bargains. Just measure 
American Snuff up against Woolworth and 
you will see what I mean. 

a 





YOUR OPINION IS DESIRED 


Our readers will notice that this issue of THE MAGAZINE OF WALL STREET is printed 
in 8-point type, which is somewhat smaller than the 10-point type which we have been using 


heretofore. 


In line with our policy of giving our readers constantly more and more for their ee A 
i tremendously 


our original intention was to increase 


the number 


of editorial pages, but the 


increased costs and the new and heavy Government taxes made such a step inexpedient at 
this time. After careful study of the problem we concluded that our purpose could be attained 
without too great an additional expense, by using the 8-point type which is the equivalent of 
adding approximately six more pages of reading matter. On the advisability of this step there 
may be a theref 

this very 


variety of opinion and we would, 
t innovation.—Editor. 


ore, welcome our subscribers’ views upon 























Unraveling the Excess-Profits Tax 


When Legal Lights Disagree ’Tis Folly to Be Wise—An 
Attempt to Expound. the Salient and Understandable 
Features of the New Excess-Profits Tax Law— 
Washington to Say the Last Word 





By BARNARD POWERS 





SKED by THe MacGazine or WALL 
Street to write an analysis of the 
new excess-profits tax which would 
be intelligible to the layman and 
investor, a corporation lawyer 

whose name is nationally known, replied: “I 
would be very glad to do so except for one 
very cogent reason—I cannot.” His reply 
represents the position of the legal world in 
regard to the war revenue bills. Lawyers 
frankly admit that they are “stumped,” and 
until the law has become solidified by rulings 
of the Secretary of the Treasury and court 
decisions, it is useless to attempt to apply the 
yardstick laws to the earnings of corpora- 
tions. At the present time probably every 
corporation attorney and accountant is en- 
deavoring to translate into figures the pro- 
visions of the new laws, and where there is 
so much ambignity of phrasing as the statutes 
exhibit, there is certain to be a variety of 
conclusions. Eventually they will all be 
straightened out. There are bound to be 
inequalities and injustices, but the answer 
is that the bill is a war measure drawn up 
as rapidly as possible in a time of great 
stress. The end more than justifies the 
means. 


From a Layman’s Viewpoint 


Where distinguished legal lights disagree 
it would indeed be folly for the layman to 
interpose an opinion, and the purpose of this 
article is not to attempt to interpret the 
excess-profits tax. It aims simply to cull and 
present the essential points in the new bills 
so that Mr. Average Citizen will be able 
to comprehend what our Solons at Wash- 
ington are driving at, without wading 
through an ocean of involved legal phrase- 
ology. The main points are clear enough; the 
confusion has arisen over the interpretation 
of subsidiary points. 

The original bill, designated Public Act No. 
271, and entitled “An Act to Increase the 
Revenue, and for Other Purposes,” approved 
September 8, 1916, and amended March 3 
and October 3 of the present year, levied an 
annual tax of 2 per cent on the total net 
income of all corporations, joint-stock com- 
panies, associations, etc., received in the pre- 
ceding calendar year. 

(82) 


This tax began with and included 1916, 
and applies to each year thereafter. In addi- 
tion to this 2 per cent tax Congress added 
a sort of “penalty” tax in the shape of a 10 
per cent levy on amounts remaining undis- 
tributed six months after the close of each 
calendar year and which should not be em- 
ployed or invested in a company’s business. 
The idea of that clause seems to be to compel 
corporations either to distribute their surplus 
funds or put them to work. 

Uncle Sam proved -right here, however, 
that his innate Yankee shrewdness had not 
deserted him when he framed the bill, for 
we find the interesting clause anent this par- 
ticular tax: “The tax imposed by this sub- 
division shall not apply to that portion of 
undistributed net income which is 
invested in obligations of the United 
issued after September 1, 1917.” In 
if you are a corporation with money which 
you cannot use in your business, and which 
for various reasons you do not wish to dis- 
tribute to your stockholders, simply salt it 
away in Liberty bonds and escape the excess- 
profits tax. 

The bill, of course, included a long list of 
exempted corporations, such as labor or hor- 
ticultural organizations, fraternal societies, 
loan associations, etc., etc. The manner in 
which a corporation or company may deter- 
mine its net income is set forth with a rea- 
sonable degree of clarity in the bill and the 
deductions allowed include (1) All ordinary 
and necessary expenses; (2) Losses sustained 
including depreciation; (3) Interest pay- 
ments; (4) Taxes paid. 

Such in outline were the provisions of the 
original Income Tax bill passed in September, 
1916, and later amended, as they apply to 
corporations. With these general facts in 
mind, it is not a difficult ‘matter for the busi- 
ness man or investor by carefully reading 
the entire bill to form his own opinion as to 
how its terms may apply to his own particular 
business or securities. Whether that opinion 
would prove to be correct, however, cannot 
be determined with exactitude until the law 
has been clearly defined. 


Excess-Profits Bill 


In addition to amending the original bill 


States 
short, 











UNRAVELING THE EXCESS-PROFITS TAX 





Congress passed a war income bill known as 
Public Act No. 50, bearing the title “An act 
to Provide Revenue to Defray War Expenses 
and for Other Purposes” (approved October 
3 last), which, in addition to heavy levies 
on the incomes of individuals, included the 
now famous Excess-Profits Tax. Public Act 
No. 50 raised the 2 per cent ante in the 
original bill on net incomes of corporations, 
by 4 per cent, making the annual tax on cor- 
porate net income 6 per cent; the addition of 4 
per cent going into effect for 1917. The ex- 
cess profits tax section provides that in addi- 
tion to existing taxes there be levied for 
each taxable year (beginning with and in- 
cluding 1917) a tax on the net incomes of 
corporations of: 

“20 per cent of the amount of net income in 
excess of deductions (later outlined) and not 
in excess of 15 per cent of the invested 
capital for the taxable year. (Note the words 
“invested capital for the taxable year,” for it 
was that phrase which set the lawyers by the 
ears.) 

25 per cent of the amount of net income 
in excess of 15 per cent, and not in excess 
of 20 per cent of such capital. 

35 per cent of the amount of net income in 
excess of 20 per cent, and not in excess of 
25 per cent of such capital. 

45 per cent of the amount of the net in- 
come in excess of 25 per cent, and not in 
excess of 25 per eent of such capital. 

60 per cent of the amount of net income in 
excess of 33 per cent of such capital. 


Deductions 


Deductions allowed included (1) An 
amount equal to the same percentage of the 
invested capital for the taxable year which 
the average amount of the annual net income 
of the trade or business during the pre-war 
period, was of the invested capital for the 
pre-war period—but not less than 7 per cent 
or more than 9 per cent of the invested capital 
for the taxazle year—and (2) $3,000. (The 
pre-war period refers to the years 1911, 1912 
and 1913.) 

In brief, a corporation is allowed in addi- 
tion to a flat exemption of $3,000, an exemp- 
tion of the same percentage earned in a war 
year on its invested capital for that year, as it 
averaged in 1911, 1912 and 1913 on its in- 
vested capital then, proved that the amount 
of exemption is not less than 7 per cent or 
more than 9 per cent of the invested capital 
in the war year. 


“Invested Capital” 


In the case of a corporation the term “in- 
vested capital” is defined as (1) Actual cash 
paid in, (2) The actual value of tangible prop- 
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METHOD OF FIGURING EXCESS- 
PROFITS TAX WHICH HAS BEEN 
MOST GENERALLY ACCEPTED. 


Pre-war 
Period Year 1917 
Capital stock 

Net earnings ,000, 

% Earned on cap... 


Deductions allowed 

9% capital during taxable ve : 
Total deductions $4,503,000 
Excess profits tax rate (a) 20% of the 

amount of the net income in excess of the 

deduction (see above) and not in excess of 

15% of the invested capital for the taxable 


year. 
Excess 


$7,500,000 
4,503,000 


2,997,999 
599,400 


15% of capital 
Deductions allowed.. 


Taxable under (a) 

Tax of 20% $599,400 
Rate (b) 25% of the amount of net in- 

come in excess of 15% and not in excess of 

20% of such capital. 

20% of capital 

15% of capital 


Taxable under (b) 2,500,000 
Tax of 25% 25,000 


Rate (c) 35% of the amount of the net 
income in excess of 20% and not in excess 
of 25% of such capital. 

25% of capital 
20% of capital 


Taxable under (c) 2,500,000 
Tax of 35% 875,000 875,000 


_ Rate (d) 45% of the amount of the net 
income in excess of 25% and not in excess 
of 33% of such capital. 

33% of capital 

25% of capital 


Taxable under (d) 
Tax of 45% 


Rate (e) 60% of the amount of the net 
income in excess of 33% of such capital. 
Amount earned on 

cap. 40%, equal to.. $20,000,000 
33% of capital 


3,500,000 
2,100,000 


Balance taxable un- 
der (e) 
Tax of 60% 2,100,000 


Total excess profits tax 


Balance for stock after taxes. 


equal to 28% on capital. $14,000,600 
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erty paid in other than cash, (3) Paid in or 
earned surplus and undivided profits used 
and employed in the business exclusive of 
undivided profits during the taxable year. 

The bill goes into the matter of patents, 
trade-marks, good-will, copyrights, etc., and 
how their value shall be determined, but there 
are so many different angles and possible view- 
points to take in connection with them and 
the subject of the interpretation of invested 
capital, that doubtless if every lawyer who 
ever came out of Philadelphia should express 
an opinion there would be some points upon 
which they all would disagree. 

So much for the bare outlines of the in- 
come and excess profits tax laws as they 
apply to corporations. Now, let us endeavor 
to fit the new taxes to an imaginary corpora- 
tion in order to see how they work out. (See 
table. ) 


A Hypothetical Case 


In this hypothetical case the capitalization 
and earnings are placed at round figures to 
make the illustration simple and as clear as 
possible. It is assumed that the problem of 
“invested capital” has been solved in a way 
satisfactory to the Government, and that net 
earnings are arrived at after all allowable 
and ordinary deductions, including deprecia- 
tion. The manner in which tax rate (a) is in- 
terpreted in the table is the one most in vogue 
at this time, but there is just the possibility 
that it may be interpreted another way and 
a way which would make all the difference 
in the world. If the words “and not in ex- 


cess of 15 per cent of the invested capital” 
should be interpreted to refer to the amount 
of money raised by the 20 per cent tax and 
not to the amount on which the 20 per cent 
tax is figured, this 20 per cent tax would 
then total upwards of $3,000,000 instead of 
$599,400. It hardly seems likely, however, 
that such was the intention of the framers 
of the law, but it is just such debatable ques- 
tions which makes corporation managers 
“jumpy” and causes lawyers to look wise and 
say little. 

In this connection it is of interest to know 
that a few days ago representative attorneys 
from all over New York met in the offices 
of a large trust company to obtain different 
views on the interpretation of the new tax 
laws. After two hours of fruitless discussion 
in which every variety of view was ex- 
pressed, the meeting adjourned with the con- 
sensus of opinion that no one knew much 
about the new laws anyway, and nothing 
could be done until Washington had been 
heatd from. 

In the example given no mention is made 
of the normal 6 per cent tax. According to 
one authority, this is to be deducted after the 
exemption and excess taxes so that there is, 
according to that interpretation, $840,036 
further to be deducted before the shareholders 
can figure their equities. This further deduc- 
tion would bring the balance on the capital 
down to approximately 26 per cent, which, in 
view of the times could scarcely be regarded 
as beggarly even by security Holders accus- 
tomed to swollen earnings. 








CRITICISM OF NEW TAX MEASURE 


The War Tax bill is a hybrid production, 
to an opinion 


Trust Co. of New York. 


rly considered and highly defective, according 


ublished in the Evening Post by K. K. McLaren, president of the Corporation 


Mr. McLaren finds that theories of equitable taxation have been discarded in the framing 


of the new law, and that Congress in endeavoring to follow England’s 80 per cent. war profits 
tax failed to consider the fact that the 80 per cent. tax imposed under the English law was 
less than a tax of 50 per cent. under the law which has just been written into the statute books. 

Furthermore, the failure of Congress to provide the Treasury Department with additional 
help and facilities for the discharge of the increased responsibilities and duties required by 
the new law will lead to confusion and difficulty in the assessment and collection of the taxes, 
according to Mr. McLaren. 

“The basic features of such an important tax as this,” said Mr. McLaren, “should be deter- 
mined by an impartial board of experts in the theory and practice of taxation, if we are to 
have anything approaching a practical statute. 

“A feature | the excess-profits tax, which has received less publicity, is the unjust dis- 
crimination against small business enterprises. Business concerns are allowed a deduction 
from their net income of not less than 7 per cent., nor more than 9 per cent. of the capital 
invested, plus the sum of $3,000 in the case of corporations, and_ $6,000 in the case of indi- 
viduals ce weep ng but the rates of the tax so operate that this deduction cannot be 
availed of it is less in the aggregate than 15 per cent. of the capital.” 

Another inequitable provision is that relating to dividends received by corporations. 
When the 1913 law was passed, there was considerable ay ke Congress — holding 
companies and it was deemed proper to impose in effect an tional rate on iness enter- 
prises which conducted their operations by means of i companies. 


——————————— 
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Leading Opinions 


About Financial, Investment and Business Conditions 





Leaders Plead 
For Railroads ; 
E. H. Outerbridge,’ presiderit of the New 
York Chamber of Commerce, prophesies the 
collapse of the railroads unless «the public 
makes better response to attempts to aise 
capital to pay for new roadbed and equip- 
ment. Mr. Outerbridge said: - 
“Today there is employment for every will- 
ing and competent person in some line of én- 
deavor at the highest wages ever known. In- 
dustry is at the highest pressure; there is: no 
unemployment. 




































—New York American. 


THE MAGIC WAND. 





“The only seridus clouds on the horizon are: 

“First—The timidity of investors toward 
securities of the railroads and other corpora- 
tions whose rates ‘of compensation are strictly 
limited by Government control, while labor 
and all operating costs have mounted and 
are continuing to mount beyond any control. 

“Second— Sere is the fear among far-seeing 
men that the policy and power of price-fixing 
by Federal regulation and Federal taxation 
may be exercised in ways contrary to scientific 
a sound economic principles, may under- 


take a programme that will react tnfavorably ~ 
(86) 


on prodyction and enterprise and result disas- 
trously to’the country, to the Government and 
to the prosecution of -the war.” 





Samuel Rea, president of the Pennsylvania 
Railroad Company, appéaring before the joint 
commission appointed by the Governors of 


ys New_York and New Jersey in connection with 


the plan to improve New York ‘harbor, said: 
The Government-owned and operated lines 
of Europe, believed to’ be the most efficient 
before the war, have an average ton-mile rate 
double that of the Pennsylvania Railroad, and 
yet the wages paid to their employees were 
about one-third of the wages in this country, 
and the railroads are relieved from the heavy 
tax payments which the American roads pay 
very gladly when their revenues justify it. 
“The transportation system of the whole 
country must progress or decay as a whole, 
and the time has arrived for a progressive 
and equitable policy of Government regulation 
of these great national carrying systems like 
the Pennsylvania Railroad Company and those 
which serve New York harbor.” 


_ John Muir, president of the Railway In- 
vestors’ League, Inc., in a telegram to Henry 
C: Hall, chairman of the Interstate Commerce 


Commission, urges that a liberal increase in 


rates be granted all roads, so that they may 
look forward to the future necessary financing 
with some degree of confidence. Mr. Muir 
states: 

“Comprising not merely a limited number of 
wealthy investors, but representing the com- 
mon sense viewpoint of more than 65,000 
average Americans who have put their money 
into railroad securities, the Railway Investors’ 
League wishes to point out at this time that 
unless something is done to restore railroad 
credit the whole financial structure of the 
country is likely to be weakened. And this at 
a time when, with the country involved in a 
great war, every effort should be made to 
establish strength not merely for the duration 
of hostilities but for the tests of the world 
reconstruction period.” 





A note of warning for the future progress 
and prosperity of the United States was 
sounded by George Dallas Dixon, vice presi- 
dent of the Pennsylvania Railroad, in his 
speech at the recent dinner of the Traffic Club, 
when he asserted that the public must co- 
operate with the carriers in furnishing them 
with greater incomes. 

Inv appealing for the restoration-of railroad. 
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credit, so that new financing could be accom- 
plished, in part at least, through the sale of 
stock, Mr. Dixon declared that this meant a 
restoration of faith in railroad investments, 
but that we could never hope to see that faith 
restored without a clear expression of a more 
liberal regulatory attitude on the part of the 
Government. 


Raymond B. Price, president of the Con- 
ference Committee on National Preparedness, 
in a statement issued recently declares that the 
“exigencies of war” may force Government 
ownership of railroads in the surprisingly near 
future. 


He also calls attention to the tremendous 
load the railroads are called upon to carry 
and declares that when every transportation 
resource has been utilized to the utmost, “even 
then our railroads cannot meet this total de- 
mand, and the worst is yet to come.” 


“Security Declines 
Unwarranted”—Compt. Williams 


“There is no reason for the present low 
prices of stocks and bonds,” the Washington 
correspondent of The Wall Street Journal 
quotes Comptroller of-the Currency Williams. 
“The financial situation is good and strong. 
The country is in excellent shape to withstand 
the present strain. 


“People think it is their patriotic duty to 
buy Liberty bonds, and so it is. But the 
trouble is there are two classes of people— 
those who borrow and those who seem to 
think that to borrow is to break one of the 
Ten Commandments. Instead of taking their 
securities to the banks and borrowing on them 
in order to buy bonds, they are selling them 
outright to do this. 

“This is having a bad effect on the security 
market. It could be stopped if people would 
only see that money to buy the bonds could 
easily be obtained by making loans from the 
banks. It is, of course, unfortunate that this 
selling should go on while the bond campaign 
is on. 

“The railroad situation should be better. The 
railroads should either be enabled to get their 
materials at lower prices or else they should 
get higher rates.” 


“Are Bonds 
Cheap?”—A. W. Atwood 


Discussing the prevailing low price of bonds, 
in an article in The Saturday Evening Post, 
Albert W. Atwood reaches the conclusion that 
while one can hardly expect to pick the exact 
bottom of the decline, nevertheless gilt-edged 
securities are now very cheap. 

“It need hardly be repeated that present 
low prices are most unlikely to continue in- 
definitely. War bonds will not be issued for- 
ever. Naturally purchasers now may see their 
holdings go lower with the fortunes of war; 


but those who can hold on for some years are 
the persons who should buy. In previous ar- 
ticles I have referred to opportunities in the 
bonds of the reorganized railroads. But the 
decline in prices has been no respector of 
persons. The downward sweep has hit the 
most staunch and prosperous as well as the 
weak or convalescent. All classes of bonds 
have been affected—rails, municipals, indus- 
trials and public utilities. 

“What a hopeless task—to read the future! 
But we do know that the purchase of high- 
grade bonds in past periods of declining prices 
has resulted in profit. The panic of 1907 was 
such a time, and so were the short-lived panic 





; —New York Herald. 
MR. BEAR—“PERHAPS I OVERDID IT.” 





of 1903, and the outbreak of the European 
War, and the period immediately following 
up to the spring of 1915. 


“Steel Schedule 
Fair”—E. H. Gary 


Asked to make a statement on the recent 
conferences between the War Industries 
Board and the committee of steel representa- 
tives, Judge E. H. Gary said: 

“Our committee was in conference with the 
War Industries Board and agreed upon rec- 
ommendations to the President concerning the 
prices to be fixed for many of the leading 
semi-finished and finished steel products, and 
Sees were adopted by the President as pub- 
ished. 

“On the whole, it may be said the negotia- 
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tions with the War Industries Board and the 

results, were satisfactory to the steel produc- 

on, although the amas named are lower than 
been expecte 

“The prices of commodities not already 
considered by the board will be fixed by ar- 
riv: ata a ae, 

“The steel industry g nerally will be benefited 
by the attitude and action of the War In- 
dustries Board and the President. The profits 
of some of the manufacturers will be some- 
what decreased. However, conditions will be 
more normal, and they will be healthy.” 


Checking Bond 
Market Declines 


Treasury officials, concerned over the down- 
ward tendency of the bond market as an out- 



































—New York Tribune. 
A NEW JOB FOR DIOGENES. 





growth of Liberty Loan financing, have de- 
termined to take steps to check the shrinkage 
in gilt-edge bond values, so far as consistent 
with governmental action and sound financing. 

To this point the Comptroller of the Treas- 
ury issued a statement, announcing that he 
had instructed all national bank examiners 
that they need not require national banks hold- 
ing high-grade bonds of unquestioned intrinsic 
value merit, to charge them down to 

resent abnormal figures, but to exercise “an 
intelligent and conservative discretion” as to 


the prices at which the banks can continue to 
A such securities. 
s action, it is thought, will tend to pre- 





vent undue tightening of the money market 
with the further decline of bonds, a process 
which, if continued for a considerable period, 
might lead to heavy losses by the investors 
in such securities, and to the consequent detri- 
ment of the properties upon which they are 
issued. r 

Similar action was taken by the Comptroller 
at the outbreak of the European war, when 
security values dropped precipitately to low 
records. 

Vanderlip Urges 
Banking Economy 

Frank A. Vanderlip, president of the Na- 
tional City Bank of New York and chairman 
of the Treasury's War Saving Certificates 
Committee, urged bankers, in an address de- 
livered at Washington, to advance money on 
loans only for necessities and for the produc- 
tion of material needed for carrying on the 
war. 

“If a borrower,” said Mr. Vanderlip, “wants 
money for a plant, the production of which 
will not be necessary to the war, for a theatre 
or anything that is not part of our great pur- 
pose, he ought not to be permitted to have it, 
no matter what security he offers. There is 
now a double standard every banker should 
bear in mind in making loans—first security 
and then purpose. 

“It is an unpatriotic thing today for any 
man to employ labor to produce anything that 
is not absolutely necessary, for the time being, 
and that is something the bankers should see 
clearly and apply to every loan they pass 
upon.” 


“No Real Coal 
Shortage”—Garfield 


The East is not suffering from a real coal 
shortage, despite all statements to the con- 
trary, Fuel Administrator Garfield says. 

Dealers and jobbers in New York, Wash- 
ington and other cities in the East have at- 
tributed successive boosts in price to their in- 
ability to get coal in the quantities needed to 
supply the demand. 

The actual situation, Dr. Garfield explained, 
is that there is a supply sufficient to care for 
| and prospective needs, although it 

as not been possible to put in storage the 
usual ye ees due to the precedence given 
to the Northwest by way of the Great Lakes. 
This condition will continue until November 
15, when navigation closes. 


“Financial System 
Safe”—Benj. Strong 


The charge that the flotation of a $5,000,- 
000,000 loan will be a staggering load to the 
country is answered by Benjamin Strong, 
governor of the Federal Reserve Bank of the 
New York district. He points out that under 
present banking laws it is possible that the 
lending capacity of the banks in the New York 
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district can be expanded by no less a sum 
than about $8,000,000,000. 


In discussing the power of the banks to aid 
the small investor, who thus “can borrow and 
buy, and save and pay,” Mr. Strong said: 

“One of the most important developments 
in the entire history of the Federal reserve 
system and one of the most vital in its im- 
mediate bearing on the flotation of the second 
Liberty Loan, is the decision of a number of 
the larger New York trust companies to be- 
come members of the system. 

“There should be no hesitation on the part 
of any subscriber to borrow from his bank at 
reasonable rates, in order to subscribe for 
bonds which his expected savings will enable 
him to pay for; nor need there be any hesita- 
tion on the part of banks to make these loans 
when they can, directly or indirectly, resort to 
the Federal Reserve Bank to rediscount them 
in case their reserves become impaired. 

“If a subscriber to Liberty Bonds sells 
property and securities for that purpose he per- 
forms a patriotic service, but, of course, the 
purchaser of the property or securities will 
himself thereby invest cash which otherwise 
he might invest in Liberty Bonds. This is 
simply a shifting of credit, and while it prob- 
ably results in an increase of subscriptions, 
it does not necessarily do so.” 


Untermyer Favors 
Stock Moratorium. 

The closing of the Stock Exchange and the 
declaring of a moratorium for a period of 
six months are suggested by Samuel Unter- 
myer as a means of correcting the deprecia- 
tion of securities. 

“For years,” he said, “I have preached to 
deaf ears that the Stock Exchange be placed 
under Government supervision, and that short 
selling be stopped. The far-reaching power 
of these men and their allies in the banking 
world has stifled the voice of reason and cau- 
tion until we have been driven to the verge 
of the worst financial catastrophe the country 
has ever known. If some drastic step is not 
instantly taken we shall go over the precipice. 

“Perhaps the wisest and most effective 
action would be to close the Exchange and 
declare a moratorium for six months of all 
Stock Exchange transactions and all loans by 
members on Stock Exchange collateral. 

“The country experienced no great discom- 
fort when the exchange was last closed. The 
Governing Committee would never have 
taken that action but for the fact that the 
members were then in peril. They were 
saved thereby. 

“Now the public is in peril, and the power 
must be lodged somewhere else than in the 
members to determine this question of sur- 
passing importance. If the bill prepared and 
recommended by the eleven members of the 
Pujo committee had not been smothered by 
the Senate Finance Committee, we would not 


be in this predicament, at the mercy of the 
sweet will of the Stock Exchange, with our 
hands tied behind our backs. 

“If the closing of the exchange is not 
feasible, some way must at least be found 
oe put an end to short selling now and 
Jere. 


Future of Our 
Marine—P. H. Ross 


In the course of his address on the develop- 
ment of the American merchant marine and in 
dealing with the present situation before the 
American Manufacturers’ Export Associa~ 
tions, Mr. P. H. W. Ross, president of the 
National Marine League, said, in part: 
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“During the war the United States Govern- 
ment will probably attend to the manning of 
our merchant ships. Then for the first year 
after peace shall have been declared, our mer- 
chant marine should be open to all, so far as 
employment is concerned. For the next two 
years the percentage of American citizens in 
each crew should be at least 20 per cent, for 
the next two years thereafter 35 per cent, the 
next two years 50 per cent, and thereafter 60 
per cent of the crew of all American ships 
should consist of American citizens. 

“When the voting population. knows that 
American ships must be kept running, for the 
very salvation of American business, then we 
may be sure that the public will take up the 
slack in American shipping by absorbing 
shipping investments as heartily as they are 
now absorbing the Liberty Loan.” 
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Market Opinion 
More Cheerful 


National City Bank of New York— 
Whether the end of the war will bring 
lower or higher prices is a debated ques- 
tion. On general principles it is assumed 
that when peace is restored and the armies 
are returned to industry, production will be 
increased and prices will eventually tend to 
lower levels, but it will be some time be- 
fore industry is reorganized, and meanwhile 
stocks will be very low everywhere. More- 
over, the first effect of starting up the in- 
dustries will be to create a strong demand 
for raw materials. It has been accepted 
that the central countries of Europe will be 
eager buyers of cotton and wool as soon 
as their markets are open. 


Keane, Zayas & Potts—The action of the 
Government in granting increases in cer- 
tain sections in the price of bituminous coal 
at the mines, is reassuring to producers in 
all those lines which have been taken under 
Federal control. Approval by the President 
of prices which assure fair profits to steel 
makers, is another indication of a policy 
of fair dealing that should have a cheering 
effect on the stock market. 


Hayden, Stone & Co.—The market is 
clearly reflecting the increasing cost of capital. 
It used to be said in the early stages of the 
war that the stock market would give indica- 
tions of its ending and a return to normal con- 
ditions before this would be disceraible in any 
other way. Possibly something of the kind is 
taking place now. Certainly, many stocks 
have declined to a point that is not explain- 
able merely by higher rates demanded by 
capital. Quite a general reduction of divi- 
dend rates is clearly foreshadowed. This 
should not surprise us; no one could rea- 
sonably suppose that the earnings of the 
last two years were more than temporary; 
hence, any dividend rates based on those 
earnings must be subject to revision with 
the approaching return to normal condi- 
tions. 


J. S. Bache & Co—An exhibition of at- 
tractive dividend-paying industrials and 
rails has been held during the last week 
or so. The counter has been loaded up 
with choice examples yielding high returns 
and perfectly safe to hold through and after 
the war. The market was practically with- 
out support until banking interests with 
eleventh-day vision began to see, what we have 
maintained all along, that the stock market 
is the flag at the front in the great indus- 
trial progress, and that if its emblems are 


lowered in the dust the army must halt. 
At the sign of reliable support, the bargain- 
hunting contingent at last took heart and 
began to pick at the choice and neglected 
morsels. Stocks are still cheap. Advance 
may be deliberate and accentuated with de- 
clines, but the outlook for another year of 
prosperity is not dimmed. 


Moore, Leonard & Lynch—It must be 

remembered that the decline in stocks the 
past month was very severe and, if stocks 
only recover half of this decline, they will 
still have to move up considerably from 
present levels. ‘ 
, On the other hand, we do not believe it 
is good policy to become over-enthusiastic 
on the bull side. The cause of the recent 
decline still remains; that is an over-supply 
of securities. The public is not in the frame 
of mind to absorb any large quantity of 
speculative issues at the present time, and 
this should operate against any prolonged 
upward move. 


Henry Clews & Co.—The stock: market 
is rapidly discounting peace, which fore- 
shadows diminishing war profits as well as 
change in the direction of many industrial 
activities. Nevertheless, an immediate end 
of the war is not in prospect, and much of 
the peace talk emanating from the various 
sources should not be taken too seriously. 
Our Government is still making extraor- 
dinary efforts for pushing the war to a vic- 
torious conclusion, and these activities nec- 
essarily are having a marked stimulus upon 
war industry and finance. In order to 
secure greater efficiency our Government 
continues extending its activities and 
strengthening its control over industrial 
pursuits. Its price-fixing plans are almost 
finished and are already under working 
operation. 


Knauth, Nachod & Kuhne—There are a 
good many things to think of in judging 
the longer future, besides the uncertainty 
of the war and the problems of the read- 
justment period, which must be solved later 
on. The country is doing a good business 
and doing it for the most part conserva- 
tively. There is no speculation to speak 
of, every merchant for weeks past has been 
shaping his activities with reference to the 
war hazard and the Government's price fix- 
ing campaign has developed sufficiently to 
show that the aim of those in charge of this 
delicate work is to conserve business and to 
prevent the sort of disturbance which the 
financial community had feared might fol- 
low interference with natural trade tenden- 
cies. 











The Business Situation 





HE upward trend of money is 

slow, but apparently well defined. 

The best commercial paper now 

sells on a basis of 5% per cent. 

at New York. While the heavy 

drain of the Government’s war borrowings 

continues we can hardly expect any easier 

rates for money, and higher rates would 

already have been established but for the 

firm controlling hand of the Federal Board 

and the combined action of New York 
banks. * 

The rise of Bradsireet’s index of com- 
modity prices to a new high point October 
1, is somewhat of a surprise, in view of 
the Government’s efforts to bring about re- 
duced prices. In the meantime a slight 
downward tendency in commodity prices is 
noticeable in England. Government price 
fixing will doubtless cause some reduction 
in our general price level by November 1. 

In spite of the high prices, bank clearings 
are a little smaller, showing plainly the 
check to business activity which has re- 


sulted from labor troubles, difficulty in get- 
ting materials, congestion of transportation, 
and reduction of demand in some lines. But 
in all lines connected with the war the de- 
mand far exceeds the supply. The difficulty 
lies in turning out the finished product. 

The fact that our excess of exports over 
imports is now running smaller than last 
year is due partly to the difficulty of getting 
ocean transportation and partly to the fact 
that the demands of our own Government 
necessarily supersede those of our allies in 
some directions. France has recently called 
attention to her acute need for our materials 
and a special effort is being made to in- 
crease the supply to her. 

The Government’s October crop report 
shows an excellent yield of nearly all crops 
and a record-breaking crop of corn. 

It is to be expected that the demand for 
luxuries will be checked somewhat by the 
necessity of war economies, but in general 
the outlook is for continued active busi- 
ness. 
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Total Bank Clearings Balance of Gold 
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of U 
Excluding 
N. Y. City 
(Millions) 
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Balance of Building Business 
Trade Operations, Failures 
—Imports or Twenty Total 
Exports Cities Liabilities 
(Thousands) (Thous’ds) (Thous’ds) 
29,199 11,100 
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ANALYSIS OF PACIFIC RAILS 


1.—The Northern Group: Canadian Pacific, Great Northern, 
Northern Pacific, Chicago, Milwaukee & St. Paul. 
Careful Summary of Operating Results and 
Prospects. 





By G. C. SELDEN 





HILE the net earnings of the Eastern 
railroads—especially Chesapeake & 

Ohio, Erie, Lehigh Valley, New 

York Central, Norfolk & Western, 
Pennsylvania, and Reading—have 

fallen off sharply this year as compared with 
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the fine results of 1916, most of the Western, 
Southern and Southwestern lines have shown 
such liberal increases in net as to bring the 
average for the whole country well up to last 
ear. 
‘ Most of the roads which have through lines 
to the Pacific Coast havé done exceptionally 
well. The outstanding exception is St. Paul. 
I propose, therefore, to discuss the Pacific 
rails in two articles. In the present article I 
am taking up the Northern group. 

In this group is included Chicago, Milwaukee 
& St. Paul. The weakness of this stock, falling 
off in earnings and reduction of dividends to 
4 per cent—with a possibility of further re- 
duction—have been more or less of a mystery 
to many investors who have long looked upon 
this road as one of the standard investment 
rails, and who have realized its excellent ter- 
ritory and the improvement of its strategic 
position through the completion of its extension 
to the Pacific Coast. ; 

I shall, therefore, devote more attention to 


this road than to the others, and comparisons 
of results attained on the four roads will be 
found to shed some light on the question so 
often asked, “What is the trouble with St. 
Paul?” 

The four small graphics herewith show the 
per cent earnéd yearly on the stocks of these 
roads and the dividends paid. The per cents 
for 1917 are estimated from current earnings, 
as none of the annual reports for these roads 
have as yet been made public, but as the full 
twelve months’ earnings, July, 1916, to June, 
1917, are available it is believed that these es- 
timates are not far from the mark. 


Canadian Pacific 


Canadian Pacific’s earnings since 1910, in 
spite of dull business in 1914, further intensi- 
fied by the war in 1915, have averaged consid- 
erably more than 1% times its 10 per cent 
dividend rate. It has the largest margin above 
dividends of any of the four roads. In spite 
of Government taxation and the probability 
of a drop in its business after the war, its divi- 
dends seem to be secure. 

One of the principal reasons for Canadian 
Pacific’s very strong position is seen by re- 
ferring to Table 1, showing average train 
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loads in tons since 1907. Canadian’s train load 
has risen from 295 in 1907 to 503 in 1916. 
That shows, of course, good management and 
a great increase in the economy of handling 
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freight traffic. The gain in this particular has 
been especially fiotable during the last five 
years. 

Since a large part of its mileage is located 
in new territory, where speculation was ram- 
pant up to the outbreak of the war, this road 
must expect severe reactions in its business 
during periods of dullness in general trade, 
but its margin of earnings over dividends is 
so large that such reactions need cause the in- 
vestor no serious uneasiness. 


Great Northern 


Great Northern has held its own in the 
matter of surplus over dividends since 1912, 
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average earnings having been about 10 per 
cent against the 7 per cent dividend require- 
ment. But Great Northern has not made as 
good progress since 1915 as Canadian and 
Northern Pacific. By consulting Table 2, 
which shows the total maintenance per mile 
for both way and equipment, we see that a 
sharp reduction in maintenance was necessary. 
in 1915 to maintain earnings above the dividend 
rate and that the 1916 maintenance was not 
up to the standard of previous years. 

Since Great Northern’s track and equip- 
ment were in excellent condition down to 1914, 
these reductions in maintenance since then 
have not seriously injured the road’s position, 
but the tendency is in the wrong direction. 
Great Northern was the first of our big rail- 
way systems to blaze the way to big earnings 
through heavy train loads. Table 1 shows that 
throughout this ten-year period its train loads 
have exceeded those of the other three roads; 
but during the last five years the growth of 
its train load has been slight, and for the last 
three years no further advance has been re- 
corded, while the other roads have been mak- 
ing rapid strides toward higher efficiency. 

The reason Great Northern led the way to- 


ward bigger train loads was that its freight 
was largely of a kind which could wait on side 
tracks almost indefinitely until a heavy train 
could be made up. It is a question whether 
the climax of this policy has not now been 
nearly reached. Its territory, less thickly set- 


_tled than that of the Eastern roads, does not 


lend itself to exactly the same methods of 
building up the train load that have been em- 
ployed by New York Central and Baltimore 
& Ohio. 

However, if this period of rising efficiency 
has indeed come to a close, the road is never- 
theless holding its own, as is seen from the 
graphic herewith, showing the ratio of ex- 
penses and taxes to gross earnings. This im- 
portant ratio has shown a steadily declining 
tendency since 1908 and since 1912 has aver- 
aged lower than that of the other three roads. 
(The years 1906 and 1907 are omitted because 
the road’s reports for those years were based 
on a greater proportion of main line mileage 
than in the later years.) 


Northern Pacific 


The noticeable feature of Northern Pacific, 
as seen from the graphic of dividends and 
earnings, is the very rapid rise of earnings in 
1916 and 1917. The drop in the ratio of ex- 
penses to gross, as shown on the other graphic, 
is also greater than either Canadian or Great 
Northern. 

Table 2 shows that this has been partly due 
to reduction of maintenance. Nevertheless, 
maintenance has been kept up better than on’ 
the Great Northern. For 1915 it was adequate 
considering the light business of that year. 
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For 1916 it might well have been a little 
higher. 

The principal reason for the big jump in 
Northern Pacific’s earnings in 1916 and 1917 
lies in the heavier train load. In 1916 its 
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train load made a bigger jump than for any 
one of the other three roads. The 1917 figures 
are not yet available, but will undoubtedly 
make a good showing in this respect. 
Operating results on this road may, there- 
fore, be said to be very satisfactory and the 


margin of earnings above dividends is showing 


an increasing tendency. The train load is not 
yet up to Great Northern’s and, therefore, has 
room for further growth. 


St. Paul 


When we come to St. Paul we find that earn- 
ings have been showing a generally declining 
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. tendency since 1909, and are now only a shade 
above a dividend rate which has been thrice 
reduced until it has reached 4 per cent. Since 
it was in 1909 that St. Paul embarked upon 
the project of building a line through to Puget 
Sound, that enterprise has usually been blamed 
for the fall in earnings. 

As a matter of fact that view of the case is 


due to increased expenses ~indirectly due to 
active construction during that time. In 1913, 
when the Puget Sound line was completed, 
there was a sharp drop in the operating ratio; 
but it remained, and still remains, far above 
the corresponding ratios of the other three 
roads. This is not due to the Puget Sound 
line, for gross earnings per mile on that line 
are greater than on the rest of the system and 
the train load is larger. 

The fact is that the Puget Sound line was 
absolutely essential to St. Paul’s prosperity, 
and that was why it was built. Without it the 
system would today be worse off than it is. 
Since it was completed it has helped the sys- 
tem, instead of being a burden, as is often 
represented by superficial reviewers. 

The key to the downfall of St. Paul lies 
in the fact that in the days of its big earn- 
ings and 7 per cent. dividends down to 1910, 
it failed to prepare for the wrath to come. 
By referring to Table 1 we see that in 1910 
its trainload was only 276 tons, against 429 
for Northern Pacific, and 518 for Great North- 
ern, both of which roads were in similar terri- 
tory and in part competitors. 

The rise in St. Paul’s train load after 1913 
was due chiefly to the inclusion of the Puget 
Sound Line’s returns with those of the parent 
road, and it was not until] 1916 that a real be- 
ginning was made in building up the train load. 
How this beginning was made is shown in 
Table 2. St. Paul’s maintenance, inadequate 
for the highest railroad standards down to 
1913, was reduced only a little in the dull years, 
1914 and 1915, and in 1916 was higher per 
mile than for any of the other roads, In- 
creased maintenance has permitted a heavier 
train load. 

Inadequate maintenance and failure to de- 
velop efficient traffic management account for 
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TABLE 1—AVERAGE TRAIN LOADS (in tons). 


Canadian 
Pacific 








incorrect, at any rate as far as present earnings 
are concerned. It is true that the great rise in 
the ratio of expenses to gross in 1910, 1911 
and 1912 (shown on the graphic), was partly 
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Northern , 
& St. Paul 


Pacific 
407 
441 


Great 
Northern 


509 
502 435 
518 429 
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the relatively high ratio of expenses to gross 
earnings on the St. Paul and for its inability 
to show a satisfactory net income. Old-fash- 
ioned methods, in a word—the effort to get 
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immediate profits out of the system instead of 
holding down dividends and building for the 
future—have brought this fine property to its 
present stage. 

The point is often emphasized that the Puget 
Sound Line was built by selling bonds instead 
of stock, so that the company now has out- 
standing bonds to the amount of 60 per cent of 
its capitalization. But these bond issues had 
been preceded by an increase in stock out- 
standing from $108,000,000 in 1906 to $233,- 
000,000 in 1909; hence, the company’s financ- 
ing since 1906 has not been so one-sided as 
might appear at first glance. In 1906, bonds 
were 52% per cent of the capitalization. 

The proportion of bonds to stock is now 


increase in the funded debt during that period. 
een operation will put the road on its 
eet. 

Owing to the high costs resulting from the 
war, and the difficulty of financing improve- 
ments at this time, some further reduction in 
St. Paul’s dividend is not impossible, in case 
the Interstate Commerce Commission refuses 
to permit rate increases. If such a reduction 
should come, it is highly probable that that 
would be a good time to buy the stock. If the 
reduction does not prove to be necessary, it 
may be time now to pick up the stock when it 
looks the weakest. There have been indica- 
tions that some important interests were grad- 
ually adding to their holdings of this stock, 








TABLE 2—TOTAL MAINTENANCE, 


OF BOTH WAY 


AND EQUIPMENT. 


(Per mile of road). 


Canadian 
Pacific 


2'743 
1758 
2'414 


Chic. Milw. 
& St. Paul 
$2,045 
1,825 
1,938 
2,156 
2,226 
2,462 
2,551 
2,459 
2,399 
2,772 


Northern 
Pacific 
$2,698 

3,093 
2,765 
3,441 


Great 
Northern 
$2,281 
2,728 
2,346 
2,749 
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about normal for a road of the general char- 
acter of the St. Paul—neither especially high 
nor low. If satisfactory operating results are 
obtained, 60 per cent of bonds in the capital- 
ization will do no harm. 


Is Turning Point at Hand? 

The natural question is, Is St. Paul turning 
the corner toward better things? If it were 
not for the unsettled economic conditions re- 
sulting from the war I should be inclined to 
answer, Yes. A new management is now tak- 
ing charge and the policy of relatively heavy 
appropriations to maintenance was begun in 
1915, with some results already visible in the 
larger train load. 

The fundamental trouble does not lie in lack 
of business. Operating revenues (gross) have 
risen nearly as much in proportion as interest 
charges since 1911, in spite of the very great 


but, of course, that is no guaranty that the 
price will not go lower. 

All of these four stocks now show good in- 
come yields on money invested in them. The 
outlook for Canadian Pacific and Northern 
Pacific seems to me especially good. Great 
Northern is a sound investment stock, but its 
earnings and operating results will bear close 
watching. It appears now like a road that has 
ceased to grow stronger, but no reason is in 
evidence why it should not maintain its present 
position. The point must not be forgotten 
that both Great Northern and Northern Pa- 
cific have equities in Burlington’s earnings and 
surplus. This was fully explained in our 
Sept. 1 issue. 

In a later issue I will discuss the more 
Southern group of Pacific roads—Union Pa- 
cific, Southern Pacific and Atchison. 








RAILROAD EFFICIENCY 
Heretofore there has been much concern, both in Government and shi 
ping circles, over the ability of the nation’s carriers to handle the amend 
increased demands upon them resulting in a large measure from the entry of 


the United States in the war. 


America has eloquently displayed to the world 


that her railroads are unsurpassed from the standpoint of efficiency and that the 
——- of the railroad operators is equal to that of any other industry.— 


ashington, D. C., Post. 





a ee 





/ 











Railroad Rates and Rebates 
(CONCLUDED) . 

People Deceived—Higher Rates Not Needed—Relief from 
Regulation Necessary—Excess Cost Of—Regulation Kill- 
ing Prosperity—Watered Farms vs. Railroads—Benefit 
of Efficiency Denied—Rebates Must Be Restored 


By GUY MORRISON WALKER 
Author of “Measure of Civilization,” “Railroads and Wages,” “Trust Companies,” “What Shall 
We Buy?” Ete. 


PART V. 














The previous articles have shown how railroad rates were first made up by a sum of 
charges for various services; that reduction developed through a system of consolidating serv- 
ices and sharing economies between the railroads and the shippers; that all rate reduction has 
been by means of rebates; that attempts to base rates on capitalization or physical valuation 
have demoralized railroad finance; that decisions of the Interstate Commerce Commission have 


been unsound and uneconomic; that foolish legislation 
has prevented economies, raised rates and retarded rail- 


road development. 


G_ Sea OR 





HERE is a strange inconsistency in 
the action of populations without 
railroads and those that have them. 
The populations without the means 
of transportation, beg for them, 

offer free rights of way and even pay money 
in subsidies to secure them, but after they 
have once secured them, and their lands which 
were formerly valueless become worth hun- 
dreds or thousands of dollars per acre, and 
their crops, which were formerly fed to stock, 
or burned, are marketed at handsome profits 
and the proceeds spent in building luxurious 
homes and in the purchase of automobiles, they 
turn upon the creators of their wealth and 
prosperity and denounce them as monopolies 
and oppressors of the poor. 


People Deceived 
The rail- 


Our pecple have been deceived! 
roads have been charged with charging all that 
the traffic can bear, but when you study the 
question of rate making you will soon come 
to the conclusion that the only correct method 
of rate making is that which considers truly 
what the traffic can bear; the word “traffic” 


being used in its broadest sense. Rates should 
be so placed as to induce the largest amount of 
local consumption and to make possible the 
largest amount of local exportation. 

The average cost of transporting a barrel of 
flour from St. Louis to New York is 35 cents, 
and this divided into 250 loaves of bread made 


therefrom amounts to less than one and one-. 


half mills per loaf. Do you think for a mo- 
ment that if the freight rate on flour was even 
doubled that it would materially impair the 
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profits of the baker or that it would be suf- 
ficient excuse for raising the price per loaf 
from five to six cents? 

The rate on hams from Chicago to New York 
is 17 cents a 100 pounds, or say, two and one- 
half cents per ham. If you pay $3 for a 15- 
pound ham, do you think that the freight 
charge of two and one-half cents has materially 
affected the profits, either of the packer, who 
shipped the ham, or of the retailer who sold it 
to you? 

The retail profit on ten pairs of shoes will 
pay the freight charges on a carload of shoes 
from Massachusetts to Chicago or St. Louis. 
The retail profit that you pay to your grocer 
on a single pound of tea.will pay the railroad 
freight charges on a 100 pounds from New 
York to Indianapolis, And the freight 
charges on dry goods and clothing are about 
one-four hundredths the retail profits of the 
dry goods and clothing merchants thereon. 

This railroad discussion is going to result in 
an investigation by our people that will place 
the cost of living where it really belongs, to- 
wit: on the expensive methods of collecting 
traffic at one end of the railroad and the equally 
expensive methods of distribution at the other. 
Both of these are, I believe, in process of solu- 
tion by the development of the. automobile 
truck for farm use and city delivery. — 

The Lehigh Valley Railroad made an ex- 
haustive investigation to discover just what 
part of the cost of food products carried over 
its road was due to transportation charges, and 
it was discovered that the cost to the consumer 
on account of the railroad charge for transpor- 
tation was less than one-twentieth of the price 
paid by the consumer, that about 55 per cent. 
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was paid to the original producer and 45 per 
cent. was made up of the charges of the com- 
mission man, the local dealer and the cost of 
delivery by them. 

The reason why attention has not been di- 
rected to this before has been that the rapid 
development of railroads has so enormously 
reduced the general cost of transportation and 
distribution, as to prevent any close investiga- 
tion of the component parts making up this 
general cost. 


Beginning to Take Notice 


But now since railroad rates have begun to 
rise, the people are beginning to take notice. 
It can, therefore, be truly stated that the real 
cause, not of the cost of living, but of the 
increase in the cost of living has been due to 
the increase in the cost of railroad transporta- 
tion, and that this increase has been brought 
about solely by the interference through fool 
legislation with the transportation business of 
the country. It has been brought about by the 
burdens imposed upon our transportation com- 
panies in response to the cry of those who have 
found themselves unable to compete with high 
efficiency by reason of their own incompetence 
and low efficiency. Without any knowledge 
of the science of transportation and distribu- 
tion, they are making you all pay for their in- 
efficiency and for your own. 

What the railroads need is not an increase in 
rates, but relief from regulation by the igno- 
rant and the incompetent. 

Difficulty of Raising Capital 

Ten years ago the great railroad companies 
were able to raise the capital necessary for ex- 
tensions, betterments and additional equipment 
for three and one-half or four per cent. Today 
the same companies find it almost impossible 
to float a six per cent. bond except at a heavy 
discount, and many smaller railroad companies 
are actually paying eight, nine and ten per 
cent. for the capital that they find it absolutely 
necessary to raise under present conditions. I 
have, myself, had offered to me within the past 
two months an issue of two-year eight per 
cent. bonds of a small, but perfectly sound rail- 
way company at a discount of four per cent. 
below par, so that the net cost to the railway 
company would be over ten per cent. a year 
for the two-year period that the notes had to 
run, and yet, notwithstanding, the high interest 
offered, the company found it impossible to 
raise new capital. 

All of these burdens, particularly that which 
has increased to such an extraordinary degree 
the cost of raising new capital, have been and 
are being added to the cost of transportation, 
until the people are just beginning to learn 


that by their interference with and impositions 
upon the railway companies they have simply 
been taxing themselves. 

This is a frequent amusement on the part of 
the unthinking masses, who fancy that by so 
doing they are getting even with somebody of 
whose prosperity they are envious and whose 
success they insist upon attributing to anything 
else except industry and efficiency. 

In spite of all the previous legislation on the 
subject of railroads in England, and in spite of 
the warnings of students and investigators, 
Parliament has passed special legislation within 
the last year that has caused a new increase in 
railroad rates, amounting to four per cent. 
within the past six months. 

In France, recent regulative legislation af- 
fecting railroads, during a period in which ad- 
ditional capital of $400,000,000 was invested, 
and in which the gross earnings of the railways 
have increased $70,000,000, has resulted in a 
decrease in the net earnings to the French 
railroads to the amount of $26,000,000. This 
means a loss to the national wealth of France 
of over a half billion dollars. 

Wall showed that in the year 1900 the mere 
increase in the cost of coal consumed by Eng- 
lish railroads in that year produced a depre- 
ciation in the value of English railroads 
amounting to $250,000,000. Legislation in other 
continental countries has caused similar in- 
creases in freight rates ranging from three per 
cent. in Italy to 12 per cent. in Switzerland. 
In our own country, the cost of such regu- 
lative legislation can be illustrated by a few 
brief figures: 

The Extra Crew Law in Pennsylvania cost 
the Pennsylvania Railroad alone in that State 
$560,000 a year, and the Semi-Monthly Pay Bill 
increased the mere cost of disbufsing wages 
$275,000 a year. 

In New Jersey, the Extra Crew Law cost 
the Pennsylvania Railroad $220,000—the Semi- 
Monthly Pay Bill cost it $30,000—and the 
Drinking Water Bill cost it $18,000. While the 
Extra Crew Law in New York State cost a 
single small railroad over $100,000 the first 
year. Ata recent hearing in Chicago the fact 
was brought out that in four years there had 
been 3,500 laws, regulations and rules, regu- 
lating western roads alone, passed by legis- 
latures and railroad commissions. It would be 
impossible to estimate in money the cost of 
these regulations to the railroads. 


Results in Iowa 


I cannot overlook the opportunity of calling 
your attention to the State of Iowa, which has 
been one of the severest regulators of railroads. 
Iowa is the only State in the Union where the 
railroads are absolutely prohibited from meet- 
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ing the rates of shorter lines in the long haul 
business. The result is that the longer haul 
business through the State goes entirely to the 
shorter roads, while the longer roads between 
the same points, being dependent upon local 
traffic, alone, get less business and give less 
service, and consequently every shipper along 
those lines gets a poorer service than he other- 
wise would but for this foolish protest against 
one of the most obvious principles in the trans- 
portation of freight. The towns on the longer 
roads are gradually dying through poor service 
and not only has railroad construction come to 
a standstill within its borders, but it is the one 
State in the Union that showed a loss of popu- 
lation at the last census. 

The whole course of recent railroad legisla- 
tion has been unsound and uneconomic and 
unless a halt is called in the present proposed 
legislation we are unquestionably headed along 
the course that has been pursued so disas- 
trously by English railways. 

To attempt to base railroad rates on the cost 
or value of railroads is unsound and uneco- 
nomic, you might as well try to base the price 
of wheat or hogs on the original cost of the 
farm. But, says the Railroad Regulator, think 
of the wrong of charging rates to pay dividends 
on all the watered stock of the railroad! My 
answer is that for every pint of water in rail- 
road stocks there is a barrel of water in farms. 


The Analogy of Farms 


Farms are the worst watered investments in 
the world. Millions and millions of acres of 
them have been given away. Millions of acres 
more have been sold by your Uncle Sam for a 
dollar or a dollar and a quarter an acre. Why? 
Because they were remote and inaccessible, or 
at least difficult of access. But after a while 
some men came along and built railroads out 
through these inaccessible lands and made them 
accessible. ‘ 

I am not an old man, yet in my life I have 
seen Kansas farms bought at $1.50 an acre and 
sold for $150 an acre. Now, if farm acreage 
has a right to leap so in value why not the 
acreage of the railroad right-of-way with the 
improvements thereon? And, if the farmer is 
entitled to sell the products of his farm or to 
rent ‘it on a valuation basis which the farm 
owes entirely to the presence of the railroad, 
why is the railroad not entitled to an income 
from its property that will yield an equivalent 
or proportionate return upon a valuation no 
higher proportionately to its original cost than 
is the present value of the farm above its 
original cost? 

Oh, says the Railroad Regulator, but the 
railroad company must not get the benefit of 
the “unearned increment!” Why, let me ask 


you, should the farmer get the benefit of the 
“unearned increment” and not the man who 
built the railroad that furnished the “unearned 
increment” to the farm? How much money do 
you think has ever been invested in farms on 
the basis of six per cent? Absolutely none. 

One of the richest farmers that I know made 
his money by keeping just ahead of the rail- 
road. As a young man he had developed a 
pioneer farm about 40 miles beyond the end 
of the then existing railroad. Within five years 
the railroad had reached and passed his farm, 
a town grew up nearby, and he was offered 
more thar ten times for his farm what it had 
cost him five years before. He sold out, bought 
a larger amount of cheap land beyond the rail- 
road and began again. He followed this course 
for 35 years. It took him on an average, five 
years tc buy a new farm, develop it, let the 
railroads reach it and sell out again. But you 
cannot make him believe that his profits repre- 
sent any unearned increment, in fact, he has 
always insisted that his profits represented the 
hardest kind of earned increment, and anyone 
who knows the vicissitudes that have followed 
railroad construction knows that the man who 
has made any money out of railroad building 
has made only the hardest earned kind of an 
increment. 

The economic folly and injustice of attempt- 
ing to deny to money invested in developing a 
country a return equal to that to be gained in 
other investments could only have resulted, as 
it has resulted, in the refusal of investors to 
put their money into railroad development 
where when invested it is not only denied rea- 
sonable profits, but is harassed and persecuted 
by those who owe their prosperity to the very 
presence of the railroad. It is this economic 
folly which has brought railroad construction 
to a standstill and is impeding the progress and 
prosperity of the country. 


Results of Valuation 


The physical valuation of railways which is 
now being attempted and the effort to regulate 
railroad rates on a basis of value, or cost, or 
capitalization, will force our American rail- 
ways into the same course pursued by the Eng- 
lish railways. Maintenance of the property 
will be abandoned—all improvements and bet- 
terments; the replacement of obsolete or de- 
stroyed property, all charges for up-keep, will 
be charged to capital. The public is even now 
clamoring for increased railroad facilities and 
more equipment and demanding to know why 
they are not furnished. The railroads reply 
that they are unable to furnish them because 
of their inability to raise capital. 

Public Service Commissions may, as one in 
New York has recently, order a railroad to 
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double its service, but they cannot compel the 
investment of a single dollar to purchase the 
equipment necessary to furnish the service 
when ordered, The railroads will simply do 
nothing until the necessities of the people force 
them to appear before the Interstate Com- 
merce Commission to plead that the railroad 
companies be given permission to capitalize 
all of these costs and raise the rates to cover 
interest charges thereon. 

American railway capitalization will mount 
upward toward the figures now shown by the 
English roads and the railroad companies re- 
lieved from the stress of competition will 
clamor for higher rates with which to raise 
more money with which to satisfy the call for 
more service, and as our rates mount up our 
traffic will fall off in proportion, Our markets 
will contract, and American labor, shut out of 
the world’s markets, will be forced, like that of 
Europe, and the Orient, to compete with itself. 
Wages will fall and the standard of living here 
approximate that of the working classes of 
Europe. 


Should Repeal Hepburn Bill 


The foolish and uneconomic Hepburn Bill 
should be repealed. It has without question 
been the most demoralizing piece of legislation 
ever passed in the United States; failing to 
recognize that all rate reduction had been 
through rebates, it has by the abolition of re- 
bates paralyzed the resourcefulness and in- 
ventive genius of American shippers and traffic 
men and has created the present conditions re- 
quiring an embargo on traffic. The railroad 
companies knowing that no rival traffic agent 
could give any rebates to any shippers, even 
though substantial salvages should be devised 
by them, have been relieved of the necessity of 
devising any economies for themselves. 

But most serious of all, the result of the 
Hepburn Bill has been that being denied the 
benefit of efficiency and economy, both shippers 
and traffic managers have fallen into habits of 
carelessness, extravagances and waste, and this, 
as much as anything else, is the cause of the 
increased cost of railway management in the 
seven years since the Hepburn Bill went into 
effect. It is wrong, not only economically 
wrong, but morally wrong, to prohibit rebates! 

If I can ship cheaper, if I can devise ways 
and means of reaching a market quicker and 
more economically than another, I am entitled 
to the value of.my device, to the value of my 
ingenuity, or the benefit of my industry, and 
my customers are entitled to the benefits of my 
device, my economy and my ability! In fact, 
it is because they desire to avail themselves 
thereof that they trade with me in preference 
to my competitors, and the law that attempts 


" and expediting traffic. 


to deprive, not only me, but my customers, the 
people who consume the products of my fac- 
tory, of the benefits of the improvements and 
economies that I am able to secure for them, 
is immoral, uneconomic and cannot last! 


Need of Co-ordination 


It is essential for economic transportation 
that perfect co-ordination exists in forwarding 
What economic excuse 
can there be for compelling the railroads to 
give up their lake boats when it can only result 
in increasing the time and cost of cargoes in 
transit (since this was written the Interstate 
Commerce Commission has granted to the 
Grand Trunk Railroad permission to retain its 
lake boats, but has denied the right of the 
Lehigh Valley Railroad to retain its boats) : 
Listen to J. H. Hale, Public Utility Commis- 
sioner of Connecticut, “I would be remiss in 
my duty at this time,” said Commissioner Hale 
only last month, “if I failed to call jour at- 
tention to a calamity that now confronts the 
railroad interests serving this New England 
agricultural territory, crushed between pro- 
fessional agitators, financial pirates, labor 
unions and threatened prosecutions by the 
Government at Washington—these noble truck 
horses of ours—with greater burdens to carry 
than ever before, are to be separated in their 
work and allowed no extra feed in the way of 
increased rates to make up for the extra strain 
of increased expenses. Their side line feeders, 
the electric railways, that are just beginning to 
serve us so cheaply and well, are to be cut off, 
and all for what? Who is to be benefited? 
Certainly not the stockholders nor the train 
employees, nor the traveling public, nor the 
receiver or shipper of freight; 20 one is to be 
benefited that I can discover, except possibly 
the vultures that pick the remains! Possibly 
the mergers and consolidations of the past 
were technically wrong, possibly too high a 
price has been paid for some of the purchases, 
but those who have paid or must pay these 
prices, must also pay the penalty, and yet, in 
spite of all this, the total result has been to 
give all New England better and .increased 
service at no increase of cost, and I am clearly 
of the opinion that a separation of all these in- 
terests and a going back to the old separate 
ways, as is now demanded, means the turning 
back of the clock of New England’s prosperity 
25 years.” 


Abolition of Commerce Commission 


What we need in the United States is the 
abolition of the Interstate Commerce Commis- 
sion, and an immediate repeal of all uneco- 
nomic restrictive legislation. We should 
recognize the way in which railroad rates were 
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established, and particularly should recognize 
the process through which railroad rates had 
been reduced, Instead of abolishing rebates, 
let us organize a Rebate Court to whom may 
come any and every shipper who thinks that 
he has been able to devise a more economic 
way of handling freight and let him prove how 
much his plan, scheme, device, method or form 
of business can save, and that Rebate Court 
should then grant to that shipper such a rebate 
as he has been able to show his saving is worth. 

This will restore to the American freight 
business the old ingenuity, the inventive genius 
and persistence, that made our freight traffic 
the wonder of the world, with the difference 
only that whereas, before the shipper applied 
for the discount or rebate to an officer of a rail- 
road, who might or might not grant the rebate, 
as he thought it was expedient, or inexpedient, 
so to do, the rebate will now be granted openly 
upon a showing that will benefit every shipper 
who is able to meet the conditions. 

Such’a plan would restore not only the com- 
petitive system in freight business, but what 
to us is the most important of all—restore the 
competitive system in a line in which our 
American genius has shown a most peculiar 
aptitude, and will start us again upon a career 
of reduction in the cost of moving freights 
even more marvelous than we have accom- 
plished in the past. 

In 1902, when the Northern Securities Case 
was under consideration, I wrote a pamphlet, 
entitled, “Railroads and Wages,” in which I 
showed the inseparable connection between the 
wages of labor and the cost of transporting the 
products of labor to market. I wrote the 
pamphlet to prevent, if possible, the embarka- 
tion of the American people on a course that 
I felt would be fraught with disastrous conse- 
quences. But years of Legislative History 
have been recorded since then—the Hepburn 
Bill had not even been conceived of at that 
time—and the only remedy that our legislators 
seem to be able to think of is to follow the 
English lead and pile legislation on top of 
legislation. Bills intended to promote competi- 
tion have eliminated competition ; bills intended 
to reduce rate, have raised rates; bills intended 
to help shippers, have so involved and ham- 
pered shipping as to leave the commerce of the 
country in despair; bills intended to raise 
wages have resulted in only raising the gost of 
living. 

Economic Persecution 


Buckle, in his History of Civilization, notes 
that the best of men have, in their religions 


behalf, been most cruel and he ranks religious 
persecution as the greatest among human 
curses. He did not live to see religious perse- 
cution succeeded by economic persecution or to 
see the makers of modern civilization pilloried 
and plundered. Future generations who will 
understand economic freedom as we under- 
stand religious freedom, will look back upon 
our treatment of railroads with as much horror 
and wonder as we look back upon the religious 
persecutions of previous ages. 

I regret that I have not time to discuss these 
questions more in detail, but I have shown you 
enough to show how simple these questions are 
when taken up on a purely economic basis, and 
I am sure that you can see how much the pres- 
ent chaos in the railway world is due to igno- 
rance on the part of the present generation of 
railway operators of the simplest economic 
principles involved, and the contradictory and 
conflicting character of their orders and de- 
cisions seems to prove that this general igno- 
rance extends to public service commissioners 
and commerce commissioners as well. 


Appeal from Incompetence 


I appeal from the cult of incompetence that 
has given us a Tariff Bill drawn up by men 
who never exported or imported a dollar's 
worth of any commodity; a Currency Bill pre- 
pared by men to whom the ordinary terms of 
banking are Greek; an Income Tax drawn up 
by men who never saved a dollar and who 
never owned a bond or clipped a coupon and 
Railroad Rates made by Commissioners who 
never created a pound of traffic in their lives. 

I appeal from the cult of incompetence to 
the genius of America, to the spirit that re- 
gards waste of energy as an economic crime, 
to that spirit which, if permitted, will solve not 
only our present railroad problems, but those 
other questions, many and complex, that press 
themselves upon our attention, by seeking fear- 
lessly that which is economically and ethically 
sound, . 

Let us repeat allt the foolish, uneconomic and 
inequitable laws that hamper and interfere with 
our transportation facilities and that act as a 
ball and chain on the progress of civilization. 

As we have used our gigantic railroad sys- 
tem in attaining our present position as the 
leaders of civilization, so should we by remov- 
ing all obstacles from their way not only insure 
the progress and prosperity of our own coun- 
try, but make it possible for us by their use to 
continue as the leaders of civilization through 
the years to come. 

THE END. 
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nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
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RAILROADS 





Atchison—Net income of $39,209,073 for 
the year ended June 30, 1917, is equivalent 
to $15.02 a share earned on $219,648,500 com- 
mon stock, as compared: with $12.30 a share 
earned in the previous year on $214,312,500 
common stock. Balance sheet shows a 
profit and loss surplus of $26,988,544, com- 
pared with $26,686,308 June 30, 1916. In 
connection with the report, President Rip- 
ley summarized the position: “Total cap- 
ital expenditures were $12,931,478. Tem- 
porary investments, aggregating $14,773,600, 
were also made in short-term notes and 
other quickly convertible securities; $5,336,- 
000 convertible 4% bonds were retired in 
exchange for stock; $7,449,000 convertible 
5% bonds maturing June 1, 1917, were paid 
as presented. Those not presented have 
been transferred to current liabilities. The 
net result was bonded debt was decreased 
by $12,743,454; capital stock was increased 
by $5,336,000 of common stock in exchange 
for corresponding amount of 4% convertible 
bonds retired. Gross earnings were $156,- 
179,120, an increase of more than $22,000,- 
000. Operating expenses were $96,333,568, 
an increase of about $12,600,000. Taxes 
$9,870,634, increased about $3,660,000. 

Can. Pacific—The figures for August 
showed a decrease in gross $855,930, a de- 
crease in net $1,650,248 and an increase in 
working expenses of $794,318, but with the 
exception of 1916 figures August gross, $12,- 
414,537, is the record for that month for 
years, while net, $3,817,538, was a normal 
one, owing to increased price of everything 
used in running of the roads. For the eight 
months the gross showed an increase of 
$8,619,544, while the working expenses left 
net for the eight months $28,574,944, a de- 
crease of $511,617. 

Chesapeake & Ohio—August earnings 
were disappointing, with net of $1,578,810, a 
decrease of $102,214. Gross increased $428,- 
000, but expenses and taxes went up over 
$426,000. For eight months net decreased 
$788,000. The C. & O. sityation is probably 
akin to that of the B. & O., whose vice- 
president testified his road was likely to lose 
$20,000,000 in 1917, while gaining only $8,- 
000,000 from increased rates. 

Chicago Gt. Western—Reports August 
earnings $1,469,080 (net $301,347) against 
$1,472,429 (net $428,134) for 1916. Net for 
the eight months are $2,084,978, compared 
with $2,658,905 for the 1916 comparative 
period. 


Chic., Mil. & St. Paul—President Byram 
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said recently in effect: “There may be some 
changes made where deemed advisable, but 
not a general house cleaning. A change of 
methods, instead of men, might bring about 
the desired results. I can say at this time 
I have no change in mind. Electrification 
has evidently proved to be highly effi- 
cient and satisfactory. It has solved the 
problem of reliable mountain operation, 
especially in winter, and has demonstrated 
that the cost of repairs is about one-half 
that of steam operation, while the capacity 
of the electric engines is practically double 
that of steam locomotives.” 


Chicago, R. I. & Pacific—Have taken ac- 
tion. which railroad men say leaves virtually 
no doubt that Rock Island is now a stock- 
holders’ road. The Hayden-Wallace inter- 
ests elected nine directors, while the Amster 
interests elected four. Following are the 
directors elected: N. L. Amster, Henry 
Bruere, Peter G. Ten Eyck, Prof. William 
Z. Ripley, James E. Gorman, John G. Shedd, 
Nathaniel French, James A. Patten, Beman 
G. Dawes, James N. Wallace, James Speyer, 
Charles Hayden and Frederick W. Scott. 
The first four were advanced by Mr. Amster. 

Erie—It is estimated that in 1917 this road 
has not been earning anything for its first 
and second pfd. stock, but that the situation 
might be changed in the latter part of the 
year. In some quarters it is believed that 
continuation of the Underwood regime 
should sound a note of assurance so far as 
Erie’s near future is concerned. Erie’s rela- 
tively heavy capitalization is still a bar to 
its early assumption of a materially im- 
proved credit position. 

Denver & Rio Grande—Directors elected 
as outlined in the plan announced by the 
Platten stockholders’ committee gives Mis- 
souri Pacific majority representation on the 
board. The directors elected were B. F. 
Bush, Edward L. Brown, Harry Bronner, 
Arthur Coppell, George J. Gould, J. Horace 
Harding, George C. Haven, E. T. Jeffery, 
John W. Platten, Finley J. Shepard and 
Harrison Williams. 

Lehigh Valley—Operating income for the 
eight months is $1,329,440 less than for the 
same period in 1916, but it is understood 
that the earnings of the coal company have 
increased. After making small gains in 
June and July, railway net decreased in 
August, as was the case in the first _five 
months of 1917. Gross operating revenue 
is satisfactory. The receipts have increased 
between 9% and 10% in August and some- 
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what more than that in the eight months. 
Nearly all of the eight months’ $4,414,566 
increase in expenses has been. on transpor- 
tation account. 

Missouri, K. & T.—Judge Hook has de- 
nied the petition of Speyer & Co. for leave 
to file a petition for the appointment of a 
receiver, and said in part: “Criticisms of the 
management by the present receiver have 
not been sustained. It does not appear that 
in expressing his views the receiver has ex- 
ceeded the limitations of proprieties of his 
position. He appears to have done little 
more than give his opinion when it was 
sought. Most of the objections made re- 
l:te to future conditions about which skilled 
and competent men may widely differ. So 
far as it can legally do so, it will favor a 
plan of reorganization based on a conserva- 
tive estimate of the future and so soundly 
framed as to withstand the dangers of finan- 
cial and commercial stress.” 

Missouri Pacific—Again earned a _ sur- 
plus of more than $1,000,000 over all 
charges. In four months the year’s pid. 
dividend will be more than earned. August 
gross was $6,894,000 and net after expenses 
and taxes was $2,019,000. July gross and 
net were, respectively, $6,555,000 and $1,- 
873,000. A Liberty Bond subscription of 
$1,000,000 is further evidence of the substan- 
tial results of the reorganization. 

New York Central—Has rejected the “ten- 
tative proposals” of the joint conference 
committee of the N. Y. Board of Estimate 
and the N. Y. First District Public Service 
Commission for changing the rail facilities 
on the west side, New York. The most im- 
portant recommendations of the “proposals” 
were that the railroad should pay rent for 
the lands required by it, instead of taking 
title in fee simple, as was proposed in a ten- 
tative agreement reached by the railroad 
and the representatives of the Board of 
Estimate in June; that the rights and lease- 
holds acquired by the railroad be subject to 
termination without legal proceeding after 
25 years, and that the changes subject to 
these conditions, be carried out largely 
along the lines proposed in the agreement 
with the Board of Estimate committee in 
June, 1917. 

N. Y., N. H. & H.—Gross earnings $/7,- 
600,871 were the largest for any month of 
1917 and excelled those of August, 1916, by 
$451,138. The net earnings were the largest 
for any month in 1917, with the single ex- 
ception of May. They, however, showed a 
decrease from August, 1916, of $304,911, or 
12.8%. In July the decrease was $791,306, 
or 33.2%, and in June was $1,311,271, or over 
61%. For the eight months ended Aug. 31 
gross earnings were over $56,000,000, $3,- 
400,000 in excess of the corresponding pe- 
riod of 1916. Net earnings were just under 
$14,000,000, a decrease of $1,900,000. 

Northern Pacific—Is beginning to show 
poorer net results in its monthly operations. 





In July Northern Pacific showed a gain of 
$5,000 in net in spite of an increase of 
$921,142 in expenses and taxes, but in Au- 
gust, in spite of an increase in gross of 
$492,661, expenses were so largely increased 
the gross gain was all lost and net showed 


$330,861 less than for August, 1916. The 
company still shows for the eight months, 
however, a gain in net of $926,466, and there 
is aS yet therefore, no suggestion of any 
dividend reduction. 

Pennsylvania—Has applied to the Su- 
preme Court, NeW Jersey, to review the ac- 
tion of the Board of Public Utility Commis- 
sioners in refusing to allow the company its 
increased schedule of rates proposed, and 
which the commission rejected, Sept. 10, fol- 
lowing a long fight by the SoutheJersey 
Commuters’ Association. 

Seaboard Air Line—August report of the 
Seaboard Air Line, although showing a fall- 
ing off in net of about $45,000, was not 
serious, and it does not completely explain 
the weakness in the adjustment bonds. 
Since Jan. 1 the net earnings show an in- 
crease of $289,112. The gross business in 
August was more than $300,000 better than 
in August, 1916. 

Southern Pacific—The saving and power 
accomplished by the Lucin cut-off across 
Great Salt Lake indicate now that it may 
be considered one of the great railroad im- 
provements of this generation. 110,000,000 
tons have passed over the cut-off since con- 
struction. In terms of average car loading 
this would take about 4,000,000 cars, making 
a continuous train 37,000 miles long. Over the 
old line it would have necessitated the run- 
ning of 172,000,000 additional car miles and 
the extra work of lifting a whole carload 
1.000,000 miles in the air. Thirty trains and 
train movements a day have been saved. 

Southern Railway—Net income of $12,- 
360,161 for the year ended June 30, 1917, is 
equivalent to $7.80 a share earned on $120,- 
000,000 common stock, after allowing for 5% 
dividends on $60,000,000 pfd., compared with 
$5.27 a share earned the previous year on 
the common. Total revenues were $81,- 
388,324, an increase of 14.46%. Of this there 
remained after paying out 70.10%, for the 
expenses of operations and taxes, a net op- 
erating income of $24,331,453. This is 
equivalent to 5.97% earned on the property 
investment, $407,688,151. 

Western Pacific—Gross operating rev- 
enues for August were a record, amounting 
to $1,002,908, against $913,600 for May, 1917, 
the previous high record month. Increased 
operating expenses and taxes, however, 
brought net down to $361,295, which is $14,- 
000 less than the net for May. Taken as a 
whole, the gross earnings for August re- 
flect the remarkable prosperity of the trans- 
portation systems in the Western section. 
The report compared with that for the 
preceding month shows an increase of $182,- 
320 in gross and $5,570 in net. 
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Am. ey ae Re are so loaded up 
with orders for the U. S. Government and 
Allies that they cannot take firm orders for 
domestic roads. N. Y. Central alone re- 
served space with company in September 
for 250 engines, and it is unlikely that it will 
get these until the closing months of 1918. 
Norfolk & Western also made reservations. 

Am. Smelting—Faces necessity of having 
to close down Mexican plants unless ‘Car- 
ranza Government lessens the burden im- 
posed upon mining companies by requiring 
the return to Mexico of all gold or its 
equivalent shipped out in bullion form. 

American Steel Foundries—Expected to 
earn in 1917 for dividends about $6,200,- 
000, equal to about $35 per share on the 
$17,184,000 stock. 

Am. Sugar—Has closed one of the 
New York plants. Company will maintain 
its mechanical departments and 6% of its 
employees on the payroll. Company’s ex- 
cess profits tax for 1917 estimated at less 
than $8 per share on the $45,000,000 com- 
mon. 

Am. Sumatra—Declaration of quarterly 
dividend 114%, payable Nov. 1, places the 
shares on a 6% annual basis. The company 
is gradually overcoming the old prejudice 
against domestic-grown “Sumatra.” 

Woolen—Reports orders on its books 
for over $80,000,000, a record for “carried 


forward” business. Current orders are 
three times as large as a year previously. 
Estimated earnings for 1917 are $10,000,000. 


On basis of $71,000,000 invested capital and 
$6,390,000 exemption, its excess profits tax 
would be $722,000, or $3.61 a share the com- 
mon stock. 

Am. Writing Paper—Estimated to have 
in physical plant and net working capital 
about $26,000,000 assets. Against this are 
outstanding about $11,000,000 first mortgage 
bonds. This leaves a balance of substan- 
tially $15,000,000. Earnings fell down some- 
what the first half of 1917. 

Atlantic, Gulf & West Indies—Has been 
charging against earnings a sum for excess 
profits taxes that should prove to be more 
than sufficient. For the seven months to 
July 31 this provision was at an annual rate 
of 35. 000. Assuming company has $30,- 
000; to $35,000,000 invested capital, it may 
be calculated that excess profits tax will 
run less than $4,500,000. 

Beth. Steel—Estimated that, upon latest 
returns and prospects for last quarter of 
current year, the corporation for 1917 will 
show a balance available for the $60,000,000 
common of about $50 a share, after deduct- 
ing war taxes. Charles M. Schwab de- 
nies rumors of impending changes in organ- 
ization involving resignation of Pres. Grace. 
Any changes contemplated do not involve 
important officials. rnings available for 


dividends in 1917, estimated around $31,500,- 
000, are equal to $105 a share on the new 
8% pfd., over 13 times $2,400,000 required 
for dividends on that issue. The margin 


of profit will be smaller in 1918, but it is 
figured this will be offset by increased pro- 
duction. For consolidating under one man- 
agement all its shipyards, the corporation 
has started the formation of Bethlehem 
Shipbuilding Corp., Ltd., capital $12,500,000. 
All stock will be owned by Bethlehem Steel. 

Case Threshing Machine—Set aside $500,- 
000 to be used in December, 1917, in retiring 
bonds. Sinking fund operations have re- 
duced sree $12,000,000 bonds to about 


Central Leather—Has closed a large con- 
tract for sole leather with the Russian Gov- 
ernment, according to a statement made in 
official quarters. The amount was under- 
stood to total $7,000,000. 

Col. Fuel & Iron—Balance sheet, June 30, 
1917, shows profit and loss surplus $6,644,- 
395, compared with $4,922,127 June 30, 1916. 
Expenditures during the year for improve- 
ments and additions to property amounted 
to $2,846,910. Net increase in property ac- 
count was $1,237,910. Amount unexpended 
at end of the fiscal year on authorized im- 
provements was $1,864,323. 

Crex Carpet—Is enjoying unusual pros-- 
perity. The carpet trade is calling for 
large orders of grass instead of wool, 
which will greatly benefit the company; also 
through the manufacture of automobile 
mats, which have already been taken up by 
some automobile concerns. 

Gaston, Williams & Wigmore— Four 
months’ imports and exports to Aug. 31 
were at the rate of between $50,000,000 and 
$60,000,000 per annum, against $44,950,955 
business in the fiscal year ended April 30, 

17, an average increase of about 25%. 

Electric—It is stated, will do no 
financing for many months. If company’s 
sales should take a further unexpected leap 
forward and its business should increase to 
$275,000,000 or even $300,000,000, with tre- 
mendous pressure from the Government to 
take vital work, then additional financing 
or, would have to be arranged. 

_General Motors—Officially announces un- 
divided profits for September, 1917, as $3,- 
225,000, compared with $2,200,110 in the 
same month of 1916, an increase of $1,024,- 
890, or 46.5%. The number of cars and 
trucks sold was 16,923, compared with 13,880 
in September, 1916, an increase of 3,043. 
Net sales for September totaled $16,850,000, 
against $11,557,061 a year previously, an in- 
crease of $5,292,939. Cash in bank- and 
> 1 ae Oct. 8, 1917, amounted to $22,- 


International Agstestiarel—Report for the 
year ended June 30, 1917, shows net income 
of $466,492 after all deductions, which is 
equivalent to $3.57 a share on the $13,055,500 
pfd. stock. 

International Harvester—$5,000,000 issue 
of notes, assumed in 1913, from the Interna- 
tional Harvester Co. of N. J., and due as 
extended on Feb. 15, 1918, has been paid 
off. It is learned that no new securities will 
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be issued to replace the notes that have 
been redeemed. 


International Paper—Frederick E. Hast- 
ings, holder of 900 shares of pfd. stock, has 
filed a complaint in the New York State Su- 

reme Court to compel payment of accumu- 
ated deferred dividends due him and other 
pfd. stockholders who did not assent to the 
plan. Also to order directors to prepare a 
detailed statement of assets and liabilities 
for the purpose of ascertaining surplus net 
profits available for payment of back divi- 
dends. Should the court compel payment 
of the full dividends in cash to stockholders 
who have not assented, it would mean an 
outlay of about $670,000. 


Kresge — Reports September sales as 
$2,388,643, against $2,224,568 in the same 
month of 1916. For the nine months ended 
Sept. 30 sales aggregated $19,982,013, con- 
trasted with $17,316,538 in the correspond- 
ing period of 1916. : 


Lackawanna Steel—Reports earnings, 
third quarter and nine months ended Sept. 
30, 1917, as follows: $7,021,872 (net $6,096,- 
317); $21,104,517 (net $18,294,532), respec- 
tively. This compares with 1916 compara- 
tive figures, $4,045,193 (net $3,060,701) and 
$11,343,820 (net $8,379,043), respectively. Net 
profit of $18,294,532 is equivalent to $52.12 a 
share earned during the nine months’ 1917 
period on $35,096,500 common stock, as com- 
pared with $24.11 a share earned on $34,750,- 

common stock in the corresponding pe- 
riod of 1916. Excess profits taxes imposed 
by the act of Congress were not deducted. 
On the basis of the nine months’ statement, 
it is probable that excess profits tax will call 
for about $7,000,000, reducing net to about 
$50 a share. 


Midvale Steel—Directors state the pres- 
ent dividend of $6 per share can be con- 
tinued on the $100,000,000 stock. So far as 
further financing is concerned, it is stated, 
“this rumor is obviously of that brood which 
is attached to many industrial concerns dur- 
ing the present era of market depression.” 
Midvale stopped unnecessary physica] ex- 
pansion six months ago. All new work 
was cut off. Cash position remains 
strong. Unofficial estimates place the ex- 
cess profits tax which Midvale Steel will be 
called upon to meet in 1917 at $10 per share. 
On this basis it is figured that earnings in 
1917 will be between $20 and $22 per share. 


Pittsburgh Coal—In connection with its 
current dividend notice, sent notice to stock- 
holders urging prompt exchange by holders 
of the committee’s depositary certificates 
for the pfd. shares of the Pittsburgh Coal 
Co. (New Jersey) for the shares of the 
Pittsburgh Coal Co. (Pennsylvania) and the 
cash dividend of $3.48 per share receivable 
by the committee in the carrying out of 
the plan of readjustment. The committee 
has been notified that the latter will pay 





on Oct. 25, 1917, a quarterly dividend of 
$1.50 on its pfd. stock. 


Pullman—Gross omsinns, $49,184,559, for 
the year ended July 31, 1917, were the larg- 
est in its history. The net earnings, $13,- 
632,413, were the largest since 1910 and with 
the exception of that year the largest re- 
corded. Earnings on stock in the fiscal 
year were equal to 11.36%. Gain in gross 
over the previous year was 12.3%. The in- 
crease of $5,423,004 in gross was in part 
offset by an increase in operating expenses 
of roundly $4,500,000. Surplus after divi- 
dends was $4,032,629, almost a record. For 
the fiscal year reserve for depreciation which 
in 1916 stood at $500,000 does not appear 
in 1917 figures. 

Tobacco Products—The executive com- 
mittee at a meeting Oct. 8 recommended 
that an initial dividend of $1.50 a share be 
declared on the common stock. It is under- 
stood that this meags the placing of the 
common on a regular $6 annual basis, com- 
mencing Nov. 15. 

United Cigar Stores—Is understood to be 
negotiating for the purchase of the Loft 
chain of candy stores. Deal is likely to be 
consummated before the end of 1917. The 
spread of prohibition forecasts increased 
candy eating. Several years previously the 


‘company started a limited sale of candy in 


its stores and is doing a business in this 
side of $1,000,000 annually. 

United Fruit—Because of its big bulk of 
invested capital $70,000,000 outside of the 
par of its bonded. and note debt, with 
the assumption that net profits for the fiscal 
year to Sept. 30, 1917, will approximate 
$16,000,000, the tax should be between $5 
and $6 per share. It is understood that 
company at the end of its fiscal year had a 
profit and loss surplus of better than $25,- 
000,000, or $50 per share on the stock. 

U. S. Rubber Co.—Reports net earnings 
for six months ended June 30, 1917, $7,239,- 
966, after an allowance of ,000 for war 
tax. Allowing for the war tax, earnings 
show a gain of 47% over the previous year. 

Westinghouse Electric—Has no financing 
plans in mind. Its sales are running at the 
rate of about $88,000,000, against actual ship- 
ments in the March 31 fiscal year of $89,- 
539,000. Nearly $35,000,000 of the March 31 
year’s gross was munitions work, and muni- 
tions output is not contributing a dollar to 
the current year’s overturn. 

Woolworth—If the December quarter ex- 
pansion is better than normal, gross over- 
turn may reach very close to $100,000,000 
in 1917. It is estimated that in 1917 Wool- 
worth will earn a balance of net profits of 
close to $9,500,000. This would be equal to 
between 17% and 18% on the 50,000,000 
common after deduction of the 7% dividend 
on $12,500,000, which will be outstanding at 
the year’s end. It seems likely that Wool- 
worth will be a large excess profits tax- 
payer. 











Railroad and Industrial Inquiries 





B. & O. Pfd. as an Investment 

A. B. D., Chicago, Ill—Baltimore & Ohio 
Pfd. is now selling at the lowest price ever 
reached. When the road was reorganized 
without foreclosure in 1899, the low record 
was 67%, and in the 1907 panic, the low on 
this issue was 75. We would certainly ad- 
vise you to hold your Baltimore & Ohio Pfd., 
although you paid a comparatively high price 
for it. Earnings of the road have recently 
shown heavy declines, but it is estimated that 
earnings on the 4% preferred stock for the 
calendar year 1907 will be approximately 21%, 
or five times dividend requirements. In the 
poorest year that Baltimore has had out of 
the last ten years, dividend requirements on 
this stock were earned more than three times 
over. 





A New Haven Holder’s Position 

L. N. P., Tulsa, Okla—New Haven, should 
be sold on its present small rise. We are, 
however, handicapped in our endeavor to give 
you helpful advice by your omitting to state 
how large a quantity of the stock you have 
and what price you paid for it. If you bought 
the stock at above $100 per share, or perhaps 
above $200 per share, we would not feel like 
advising you to take such an enormous loss, 
but, if you bought the stock recently, influ- 
enced perhaps by premature statements that 
the affairs of the company were on the mend, 
your loss may not be so serious. 

If you are in the last mentioned circum- 
stances, you could not do better than to sell 
your New Haven around the present price of 
28, and put the proceeds into Southern Rail- 
way Common. 





New York Cuan Heavy Declines in 
et 

R. S. N., Detroit, Mich—New York Central 
earned a surplus of $14,363,141 for the eight 
months ended August 31, or at the indicated 
annual rate of a little better than 10% on 
the stock, as compared with indicated earn- 
ings during the same period in 1916, at the 
rate of better than 18% on the stock. 

New York Central is handling by far the 
biggest business in its history—nearly $140,- 
500,000 gross in the eight months to September 
1, against $132,800,000 for the corresponding 
periods of 1916—but at a diminishing margin 
of profit. The shrinkage in net has amounted 
to over $10,300,000, azainst a gain of slightly 
more than $7,600,000 in gross. Net earnings 
may continue to show declines for sometime 
yet because of increasing operating costs. 

While this outlook is not altogether prom- 
ising, you have such a heavy loss that we 
hesitate to advise you to take it. On the other 


hand, if you do not get out, you must be 
prepared to see the stock through any further 
possible decline. As current earnings show 
the dividend being earned a little more than 
twice over, there would seem to be no reason 
at present to doubt the permanency of the 
5% dividend rate, but there is no reason for 
expecting any important change for the better 
in New York Central’s earnings results, unless 
the Government comes to the assistance of 
the railroads in general with a much needed 
increase in freight rates. 





Reading’s Position After Heavy Market 
Depreciation 

S. M. D., Bangor, Maine—Reading touched, 
recently, the lowest price recorded so far this 
year, having declined from a high level of 
104%. The stock exceeded its low of 1916, 
75%, ‘which compares with a low record of 
693% in 1915, 68% in 1914, and a low price in 
1913 on the old selling price basis equal to 75 
11/16- on the present basis. 

Under these circumstances, even allowing 
for current disappointing earnings results, we 
hesitate to advise you to take your heavy 
loss in Reading, although we are unable to 
place a limit on its possible further decline. 
If you are prepared to hold through “thick 
and thin,” we would advise you to do so 
because, based on market precedence, it would 
appear that the present prolonged decline is 
nearing an end. If you do not wish to become 
further involved in losses, you should put a 
stop order under your stock. 





Southern Ry’s Favorable Earnings’ Position 

L. R. B., Baltimore, Md.—Southern Railway 
Common is the only one of the three stocks 
you mention which we favor purchasing at the 
present time, provided of course that you 
are prepared to see it through any further 
possible decline. The latest annual state- 
ment of the Southern Railway Company 
showed earnings at the rate of 7.8% on the 
common stock, after full allowance for the 
year’s dividends on the preferred stock, which 
has recently been restored to a 5% annual 
basis. While Southern Railway has recently 
been feeling the burden of increasing costs, 
results for the first two months of the current 
fiscal year indicates annual earnings at the 
rate of 8.40% on the common stock, as against 
an indicated annual rate of 7.80% at this time 
last year. 


American Locomotive After the War 

F. W. N., Dayton, Ohio—American Loco- 
motive occupies a very strong potential posi- 
tion in the market. Its earnings should not 
be affected seriously by a declaration of peace, 
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for Europe will need engines after the war 
has been concluded. Domestic railroads, be- 
cause material and operating expenses, im- 
ciuding labor, have been so high, have re- 
trencned in the matter ot locomotive purcnases 
to a point where they must add to this ciass 
ot equipment soon whether the war lasts or 
does not. 

it you already hold this stock, we suggest 
that you remain long and give it an opportun- 
ity to “come back,’ because there has been 
such a prolonged decline in the general stock- 
market list that a turn should be near. 





American Smelters and Excess Profits 
Taxation 

D. S. L., Pittsburgh, Pa—American Smelt- 
ing & Refining is showing earning re- 
sults which must be regarded as entirely 
satisfactory although they show some decline 
as compared with 1916. For the six months 
ended June 30, 1917, earnings were at the 
annual rate of 24.94% on the common stock, 
as compared with an indicated annual rate of 
31.78% in the corresponding period of 1916. 
American Smelting’s profits come mainly from 
the smelting and marketing of copper and 
other metals and it is therefore not directly 
concerned in market prices for copper and the 
other metals prevailing at different times. 
Earnings for the three years preceding the 
war, averaged an annual rate of more than 
8% on the common stock, and therefore 
American Smelting will not be as badly hit 
by excess profits taxation as some of the 
actual producers of copper, which could not 
show such a favorable pre-war statement of 
earnings. 





Effect of Heavy Capitalization 

F. W. S., Topeka, Kan.—National Conduit 
& Cable is a heavily over-capitalized company 
whose stock was brought out last year on the 
New York Curb and afterwards listed on the 
New York Stock Exchange and distributed. 
This company has been benefited by the war 
and it is now working on large munition 
orders. If the average business of the cOm- 
pany during ten years—including two extra 
profit war time years—only equalled $736,530, 
we do not see much chance for a continuation 
of the present $4 dividend when the war is 
over. The net profits of the old company for 
1915 were $5,191,899 for these two years. As 
the total profits in ten years were only $7,365,- 
300, it is obvious that the net profits for the 
entire eight years preceding 1915 were but 
$2,173,401, which is an average of $271,700 
per annum. This amount is not sufficient to 
meet bond interest and sinking fund require- 
ments which now amount to $425,000 per 
annum. If you are a holder of this stock, we 


advise you to place a stop loss order on it 
and to sell on the first favorable rally. 





Bethlehem Steel New Pid. Now Attractive 

E. P. P., Malden, Mass.—Bethlehem Steel 
8% preferred looks attractive from every point 
of view, but we would not advise you to buy it 
unless you are prepared to hold it through 
any further possible decline and not be fright- 
ened out. Looking only to its yield, and the 
apparent future safety of its dividend, no fault 
can be found with it. It is conceivable, how- 
ever, that should there be further deflations 
in the Bethlehem issues due to impending 
peace, or other possible considerations, this 
issue might go lower. But Bethlehem’s earn- 
ings even in the pre-war days would justify 
maintenance of the dividends on this new 8% 
cumulative preferred stock, which comes ahead 
of the old 7% stock in the matter of dividends. 
It is speculatively attractive, as it carries the 
provision of conversion into the Bethlehem 
steel “B” stock at 115. 





Position of Two Steel Stocks 

C. P. A, Phila, Pa—American Stee 
Foundries has piled up back of its stock dur- 
ing the past two years, éarnings of approx- 
imately $50 per share. The present rate of 
earnings fully justifies the recent action of 
the directors in placing the stock on a 7% 
basis. The company’s outstanding bonded in- 
debtedness, moreover, has been reduced from 
a total of more than $6,000,000 in 1910 to only 
a little more than $2,000,000. Our advice is to 
hold this stock. 

Republic Iron & Steel has been showing 
very favorable earnings results, but should the 
war end, this company would likely find itself 
in an uncomfortable position as to competition. 
We would advise you to place a three point 
stop on the stock to protect yourself from any 
further loss, or to make the switch you suggest 
into the new Bethlehem Steel 8% preferred 
stock, 





Switch from Rubber Ist to Virginia Caro- 
lina Desirable 

W. B. W., New York City, N. Y.—U. S. 
Rubber Ist pfd., is not in as strong an in- 
vestment position as many other 8% stocks. 
The low investment rating currently given the 
company’s bonds, would seem to belie the per- 
sistently favorable earnings reports. But, the 
past has taught that the truth is obtained from 
U. S. Rubber’s financial statements only after 
careful analysis. It is difficult to see how 
under increasing competition the dividend is 
going to be protected by a sufficiently large 
margin to give the stock a first class invest- 
ment rating. We prefer Virginia Carolina 
Chemical Pfd. 
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Steel Bond Bargains 


Attractive Features of These Securities—Selected Lists — 
Description of Issues 





By ANDREW L. YOUNG 





NDUSTRIAL concerns, in their 
financing, as a rule have not re- 
sorted in any large degree to bonds; 
preferred stocks in most cases tak- 
ing the place of bonds. To this gen- 

eral rule, steel companies are, however, ex- 
ceptions, and there are a number of attractive 
purchases among the steel bonds, even at this 
time of bargain prices. 


Attractive Features of Steel Bonds 


Aside from their attractive yields, obliga- 
tions of this general type have a number of 
especially good features. Steel companies have 
been making considerable money in the last 
year or two, and it is the general consensus of 
opinion among steel manufacturers that the 
prices fixed for steel and its products by the 
Government and the excess profits tax will 
not have any very adverse effects on steel 
properties asaclass. Big business has generally 
given an especially high degree of protection 
to interest charges, and very substantial sur- 
pluses and cash reserves have been built up. 
Increased protection has also been given to 
sinking fund appropriations and in many cases 
larger amounts have been set aside for this 
purpose than ordinarily. Again, is it very like- 
ly with business remaining on high levels and 
with the return of more normal conditions, 
that many issues may be redeemed in entirety 
at prices generally above prevailing market 
prices. . 

The retiring of bonds through the sinking 
fund liberally reduces the amount of fixed 
charges, and the possibilities, especially in 
prosperous times, of entire issues being called, 
tend to stabilize their markets. In addition, 
there is a chance for speculative profits by the 
bonds beihg called at prices above the current 
market prices or costs. It is undoubtedly these 
facts which explain why steel bonds as a class 
have held better in the late bond reaction than 
most other groups of corporation bonds. 

Bearing these considerations in mind, rather 
complete lists of bonds are presented herewith. 
Table 1 includes more active issues, and Table 
2, those with somewhat narrower markets. 


BETHLEHEM STEEL PURCHASE 
MONEY AND IMPROVEMENT 5s, DUE 
1936.—These bonds, which were offered last 
November at 100%4 and interest, are cur- 
rently quoted at 873%4@90 to yield about 
6.00 per cent. on the money, and are selling 
out of line with other Bethlehem obliga- 
tions, The issue is very strongly secured by 
earning power and physical assets, but its mar- 
ket has not as yet been firmly established, and 
it is the only one of the Bethlehem Company 
ponds that does not carry the guarantee of the 
Bethlehem Steel Corporation. At around the 
prevailing market, these bonds rank as one of 
the best purchases among steel company obli- 
gations. The other three Bethlehem issues are 
all of high-grade investment character, and 
the first refunding 5s and the 5 per cent. notes 
look like especially good bargains. 

COLORADO FUEL & IRON GENERAL 
5s, due 1943. Reflecting the recent very favor- 
able developments in the iron and steel indus- 
try and in the fuel situation, business of the 
Colorado Fuel & Iron Company has shown 
marked improvement since the close of the 1915 
fiscal year (ended June 30). Accrmulated 
dividends on the preferred stock, which had 
been earned with considerable margins but were 
conserved to build up the property, have been 
paid off, and the preferred is now on a regular 
8 per cent. basis. Dividends on the common at 
the annual rate of 3 per cent. were initiated 
earlier in the year. While the present pros- 
perity is in good measure temporary, the posi- 
tion of the property has been materially im- 
proved by the conservative dividend policy of 
the directors and by recent big business, and 
there need be little apprehension as to the 
general 5s under any probable conditions. 

COLORADO INDUSTRIAL FIRST 
GUARANTEED 5s, due 1934. These are 
a good investment of the general business 
man’s type. The Colorado Fuel & Iron Co. 
owns all the stock of the Industrial Company, 
and guarantees the above bonds as to interest 
and principal. The issue is divided into two 
series: “A” and “B,” and there are $32,924,000 
outstanding. $6,000,000 of series “RB” are 
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reserved to retire the Colorado Fuel & Iron 
general 5s. 

LACKAWANNA STEEL FIRST CON- 
SOLIDATED “A” CONVERTIBLE 5s, due 
1950. These bonds are a desirable investment 
for income return and offer speculative pos- 
sibilities. There were a number of un- 
official reports earlier in the year stating 
that the entire outstanding issue would be re- 
tired, but nothing official has as vet been said. 
Since the close of 1914 Lackawanna Steel has 
reduced its funded debt (including that of its 
subsidiaries) by $9,198,500. The conversion 
privilege has interesting possibilities, but de- 
tracts in some measure from the stability of 
the market. The spread of prices since Jan- 
uary 1 has been about 14 points comparing 
with a range of generally 6 to 8 points in most 
other steel company issues. 


itiated at the annual rate of 6 per cent. last 
February. The property is one of the few 
industrials that issues quarterly reports, and 
on the basis of the showing made in the first 
nine months, results for the current year 
should compare favorably with those for 1916. 
The bonds are a first lien on all the company’s 
assets now owned or hereafter acquired. As 
a straight investment at 9814, the issue is sell- 
ing a little too high compared with the others 
presented above, but the good possibility of 
the bonds being called at 105 and interest, of 
course, enters. 

UNITED STATES STEEL COLLA- 
TERAL TRUST SECOND 5s, due 1963. 
These have commanded quite some atten- 
tion lately on account of their rather erratic 
market course, after holding especially well 
in the recent general bond reaction. In the 








TABLE 1—SELECTED ACTIVE STEEL COMPANY BONDS 


IssuE 


(1) Bethlehem Steel Co, Ist ext. 


(2) Bethlehem Steel Co. Ist & a 5s ali nee 


(3) Bethlehem Steel Co. pur. money & imp. 5s 


Oss Bethlehem Steel Co. 5% notes.............. 
Colorado Fuel & Iron gen. 5s............. 
Colorado Indus. Ist gtd. 5s.............. 
Lackawanna Steel Ist 5s...........0.000:: 


— 


Lackawanna Steel Ist. cons. “A”, conv. 5s 
Midvale Steel & Ordnance conv. s. f, 5s 


Republic Iron & Steel s. f. 5s...........++ 
United States Steel coll. trust 5s........-- 
United States Steel coll. trust 2nd 5s.....--.- 
Illinois Steel deb. 444s (a).......---0000+- 
Indiana Steel Ist 5s (a).....ccccceccccess 
National Tube Ist 5s (a).......--.+++ee+> 


Tennessee Coal, Iron & R. R. gen. 5s....-- 
(a) Guaranteed as te interest and principal by the United States Steel Corporation. 


Current Approximate 
market return at 
Maturity about current market 
ere 1926 99% 5: 
a aaron 1942 ary | 5.67 
seth 1936 8714-90 6.00 
Correa 1919 77 BY 5.84 
Scenes enh 1943 8554-90 6.22 
catia 1934 77%4-78 7.29 
A, pile oee 1923 9814 5.30 
aS ee 1950 9334-96 5.32 
DEE AS 1936 8954-90 5.96 
kanete 1940 9814 5.12 
segiaar bubs 1951 108-112 441 
TS 43 1963 100%4-101% 498 
Soaiaa toate 1940 844 5.72 
Regents 1952 100 5.00 
teens 1952 100-100% 5.00 
1951 95 5.32 








MIDVALE STEEL & ORDNANCE CON- 
VERTIBLE SINKING FUND 5s, due 1936. 
Midvale has done very well in the manufacture 
of steel, but has been a large disappointment 
as to munitions. While the convertible 5s are 
as yet relatively unseasoned, they are well 
secured by earning capacity and physical as- 
sets. At prevailing prices they look like a 
purchase. The conversion privilege, however, 
at double the par value of the stock has. small 
promise. 

REPUBLIC IRON & STEEL SINKING 
FUND 5s, due 1930. This property has been 
especially favored by the prosperity in the 
iron and steel industry. Accumulated divi- 
dends on the senior stock issue have been paid 
off, and dividends on the common were in- 


middle of last month, the bonds started to 
decline abruptly, and reached a low record of 
99% on September 24. They soon assumed a 
firmer tone crossing par in a few days, and are 
currently quoted at around 101. Many reasons 
have been assigned for the break in the market. 
It has been stated that the bonds had been sell- 
ing out of line with other high-grade issues 
and that this scaling down of the market was 
an attempt to adjust prices to present market 
conditions. Others explain that the Steel Cor- 
poration will not support the market for this 
issue so liberally as it has heretofore, but 
would invest its large surplus funds in tax- 
exempt investments. Still others state that 
under present conditions, it is very doubtful if 
the entire issue will be called, as has been so 
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often unofficially reported of late. Whatever, 
may have been the cause of the decline, the 
strong security of the bonds, their exception- 
ally wide market and the probability that, with 
the return of normal conditions, they may be 
retired at 110, make them attractive as a 
holding for income with moderate possibilities, 
even at current high prices. 

ILLINOIS STEEL DEBENTURE 4%s, due 
1940. These bonds, the Indiana Steel first 5s 
and the National Tube first 5s, are guaranteed 
as to interest and principal by the United States 
Steel Corporation. They are all of substantial 
investment character and of wide marketabil- 
ity, though the first named are a little inferior 
in these respects. However, at around current 
markets, the three issues, and especially the 


and steel situation, has been showing up 
pretty well since the close of the 1914 year, 
and its bonds have acquired satisfactory in- 
vestment standings. Both the Buffalo & Sus- 
quehanna Iron first 5s and the Rogers-Brown 
serial 5s carry provision for retirement, 
through a sinking fund, but the debenture 
5s of the former concern are callable as a 
whole only at 105 and interest. The three 
issues are good investments with moderate 
promise. 

RAILWAY STEEL SPRING (INTER- 
OCEAN PLANT) 5s due 1931. On January 1, 
the entire issue of the Latrobe Plant 5s, due 
1921, outstanding to the amount of $2,994,000, 
will be retired at the call price of 105. This 
will reduce fixed charges by $284,000. The 








TABLE 2—SELECTED STEEL COMPANY BONDS WITH NARROWER MARKETS 


IssuE 


American Steel Foundries deb. 4s................. 


Atlantic Steel Ist 6s 

Buffalo & Susquehanna Iron Ist 5s 
Buffalo & Susquehanna Iron deb. 5s 
Dominion Iron & Steel Ltd. Ist 5s 
Eastern Steel Ist 5s 

Inland Steel ext. & ref. 6s 

Jones & Laughlin Steel Ist s. f. 5s 
Keystone Steel & Wire Ist conv. 6s 
La Belle Iron Works Ist ref. 5s 
Mark Manufacturing serial 6s 


Railway Steel Spring (Inter-Ocean Plant) gold ‘5s. 


Rogers-Brown Iron Ist & ref. serial 5s 
Sloss. Iron & Steel Ist 6s 
Sloss Iron & Steel consol. 44s 


Taylor-Wharton Iron & Steel Ist pur. money 6s.... 


Maryland Steel Ist 5s (b) 
(18) Spanish-American Iron 6s (b) 


(19) Pennsylvania & Maryiand Steel cons. 6s (b)........ 


Approximate 
return at 
current market 
5.99% 
6.15 
5.44 


Current 
market 
about 


90-92 

96-100 
9214-96 

91% (asked) 
88 


91-95 
101-104 
101-10134 

97-100 

9914-10014 

97-100 

98-99% 

90-100 


99-101 
98-991 
98-101 
95-98 
100-101 
102-104 


Maturity 


1925 


(a) Return computed on basis of average maturity. 
(b) Guaranteed as to interest and principal by the Bethlehem Steel Company. 








Illinois Steel debenture 4%s, are good pur- 
chases. 

AMERICAN STEEL FOUNDRIES DE- 
BENTURE 4s, due 1923. Through the re- 
tirement earlier in the month of the entire 
issue of first 6s, due 1935, these bonds now 
constitute the only funded debt of Steel 
Foundries. In the period of 1913-1916, in- 
clusive, $1,376,000 of the debentures were 
called and an annual 10 per cent sinking 
fund has been in effect since 1913. The com- 
pany is making considerable money, and, with 
the senior issue out of the way, the debentures 
have very substantial security. 

BUFFALO & SUSQUEHANNA IRON 
FIRST 5s, due 1932. The Buffalo & Susque- 
hanna Iron has been absorbed into the Rogers- 
Brown Iron Company. This latter property 
has met with varying fortunes, but- aided by 
especially favorable developments in the iron 


Inter-Ocean Plant 5s are also callable at 105 
on any interest date, and considering the very 
prosperous condition of the issuing property, 
it is quite likely that they will be retired 
before very long. At any rate, the bonds carry 
provision for a liberal sinking fund, and at 
about current prices, are a good purchase. 
SLOSS IRON & STEEL FIRST 6s, due 
1920. The Sloss Iron & Steel Company was the 
principal property consolidated in 1899 to form 
the Sloss-Sheffield Steel & Iron, The latter has 
been doing very well of late, and has been con- 
serving profits so far as possible to care for 
the large expanding business and to put the 
property in a permanently improved position. 
Both the Sloss Iron & Steel first 6s and the 
general 4%s are high-grade. While the market 
of neither issue is very wide, both bonds yield 
substantial returns for such strong securities, 
and they are desirable for permanent holding. 























What Every Investor Ought to Know 


How to Invest John K. King’s Half Million—Why Advice 
Is Necessary—Comments on the Purchases—The For- 
mula for an Investor 





By JAMES KENNEDY 





HALF Million Dollars to invest! For 
a retired bridge builder like John 
K. King, this was as difficult a 
job as any of the problems he had 
ever met in business. He had 

studied the various forms of investments and 

learned all the well known forms of bond 
mortgages and was no better off than before 
except in a general way. 

John K. had been a specialist in his own 
business. He realized that very few bankers 
and brokers would be able to build a cantilever 
bridge across the St. Lawrence, and his sound 
judgment followed out the analogy whereby 
the conclusion was reached that very few 
bridge builders had enough training to invest a 
half million dollars, There are specialists in 
the bridge business as well as the investment 
business and John K. shrewdly appreciated the 
fact that most bankers and investment firms 
had something of their own that they desired 
to sell. This individual phase might be all 
right and it might be all wrong, so there was 
but one thing left and that was to get 





Disinterested Advice 


Every investor should know above all things 
that statistics and opinions are best when 
mixed by experts. The novice can miss the 
most important feature of a report. Net earn- 
ings may look fine, but really misrepresent. 
The Science of Finance is just as difficult as 
the Science of Law, and yet no one goes to 
court without advice. John K. King collected 
all his data, collated all his advice, but, before 
he made the first step toward purchase, he con- 
sulted a disinterested Analytical Bureau. It 
happened that the Special Analytical Service 
Bureau of the MaGAzINE or WALL STREET re- 
ceived the order. After the elimination of 
many suggestions, the securities of the accom- 
panying table were chosen to meet his indi- 
vidual needs. _He well knew that his list 
might not be satisfactory to the widow or the 
small investor. Each must solve his own 
problem according to his individual conditions. 


Bond Reports 


GUARANTEED BOND — Allegheny & 
Western first mortgage gold 4 per cent, bond, 
due Oct. 1, 1998. This railroad was chartered 
in 1898 as a consolidation of various small 
companies near Pittsburgh, Pa. It is leased 
for the full term of corporate existence to the 


(111) 





Buffalo, Rochester and Pittsburgh Ry. Co., 
which agrees to pay the principal and interest 
on the stock and bonds. It is a first lien on 
its road, equipment and future acquisitions, 
holds a very high investment rating and has a 
market on the New York Stock Exchange. 
The road itself is an excellent property and 
the guarantor enjoys a further high rating as 
a railroad company. 

SECOND MORTGAGE BOND — United 
States Steel Co. sinking fund 5 per cent. bonds, 
due April, 1963. These bonds are as well 
known as any investment in the United States, 
The sinking fund may redeem them at 110 and 
interest some day and the bonds are a direct 
obligation of the company and secured by a 
lien on all the property subject only to the 50- 
year 5 per cent. bonds of 1951, known as the 
Carnegie bonds. The whole world knows the 
success of this most wonderful industrial com- 
pany and there is a wide margin of safety in 
earnings for this issue. 

DEBENTURE BOND—General Electric 
Co. 3-year 6 per cent. gold notes, due July 1, 
1920. The General Electric Co. is in remark- 
ably strong financial condition and would be 
justified in paying out all surplus earnings in 
dividends. These bonds are a direct obliga- 
tion of the company but are not secured by 
mortgage. They are securities of unquestioned 
standing and possess a high degree of safety. 
They were brought out by Lee, Higginson & 
Co., and J. P, Morgan & Co., and were heavily 
oversubscribed. 

LAND MORTGAGE NOTES —Canadian 
Pacific Railway Co., 6 per cent. Note Certifi- 
cates, due March 2, 1924, are a direct obliga- 
tion of the company and secured upon a 
“Special Investment Fund,” composed of de- 
ferred payments on lands heretofore sold and 
sequrities in which the proceeds of land sales 
have been invested aggregating $55,000,000, and 
the outstanding amount is $52,000,000. These 
notes are backed by the credit of one of the 
greatest railroads in the world and the re- 
deemable features and terms of the mortgage 
are very satisfactory to the lender. 

FIRST MORTGAGE BOND—Wilson & 
Co. 6 per cent, bonds are a first lien on the 
property of one of the largest packing com- 
panies in the world. In 1916 the profits avail- 
able for interest on these bonds were over five 
times the requirements and for the present 
year the earnings are running at the rate of 
about ten times the amount of required in- 
terest. The company is in capable managerial 
hands and the market for the bonds is firm 
and remains slightly above par. 
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COLLATERAL TRUST BOND—Ameri- 
can Telephone & ten 5 per cents. are a 
new issue and are entitled to exceedingly fav- 
orable rating. These bonds have passed above 

. the offering price but have lately declined with 
the general market. They may be considered 
one of the most attractive investment bonds in 
the market. The security is above adverse 
criticism. and they are backed by the greatest 
public utility company of its kind in the world 
and one of the best managed. There would 
have to be a revolution in the earnings’ de- 
cline to affect this issue. 

GENERAL MORTGAGE BOND— The 
Reading Company and the Philadelphia and 
Reading Coal and Iron Co. 4 per cents., due 
Jan., 1997, are given the very best investment 
rating. The mortgage is secured upon practi- 
cally the entire property, including the valu- 
able stocks of the coal property. There are a 
number of prior liens which cannot be re- 
newed as mortgages when due so that this 
issue eventually becomes a first mortgage. 
Every time dividends are paid on the stock, 
provision is made to apportion an amount of 
tax on coal mined as a sinking fund for these 
bonds. No error can be made in this invest- 


ment. 

IMPROVEMENT BOND—New York Cen- 
tral 4 per cent., Series A, due 2013. These 
bonds are secured by a mortgage on certain 
extensions and improvements made by the 
New York Central Railroad, and are amply 
secured by a 50 per cent. surplus valuation of 
the property itself. Their distinction lies in 
the fact that the New York Central is back of 
them and although there have been recent ex- 
cessive decreases in the earnings which has 
had an unfavorable effect on the stock, there 
is nothing to warrant a conjecture that the 
situation will ever be serious enough to affect 
these or other bonds of this road. This issue, 
while not of the first class, is one of the best 
of this form of mortgage. 

GOVERNMENT BOND — The Liberty 
Loan needs no comments. It is the best in- 
vestment in the world. 

DOUBLE GUARANTEED BOND—North- 
ern Pacific-Great Northern Joint Guarantee of 
Chicago, Burlington & Quincy Collateral Trust 
4 per cent., due 1921. These bonds are to be 
considered as in all co omg ways secure and 
entitled to the very highest investment rating. 
The two most prominent railroads not only 
guarantee this issue, but the collateral is C., B. 
& Q. stock at $500 stock for every $1,000 bond. 
The mortgage contains many excellent other 
features to prevent impairment of this lien. 
Truly a remarkable investment! 

CONSOLIDATED MORTGAGE BOND— 
Pennsylvania Railroad 4%4 per cent. bond, due 
Aug., 1960. These bonds are partially secured 
with other issues on 1,404 miles of road and 
appurtenances in Pennsylvania and 309 miles 
of leaseholds, real estate securities, etc., di- 
vided in various sections throughout the en- 
tire crate. It is a second lien on some parts, 
a third lien on others and still a fourth lien 
on other sections. In spite of the diversified 


character of the mortgage it is one of the 
strongest mortgages of the greatest of all 
railroad systems, as it is secured on the old 
main lines*of the system and is protected by 
the most valuable leaseholds, Its rating is as 
high as can be given an investment. 

GUARANTEED LAND MORTGAGE — 
An investment in a guaranteed land or build- 
ing mortgage of such prominent guarantors as 
the Lawyers Title Insurance and Trust Co. or 
the Title Guarantee & Trust Co., on a 5 per 
cent. net basis to the investor is perfectly safe. 
Care should always be taken to make a per- 
sonal inspection of the property itself, except 
where the mortgage is in participation with 
other investors. In the latter event the in- 
vestor banks on the integrity of the financial 
concern guaranteeing the mortgage. 

SAVINGS ACCOUNTS up to the amount 
of $13,200 may safely be carried in five or six 
different banks for this purpose and will pro- 
vide ready cash for many contingencies, when 
such cash is needed. Of course in times of 
stress, the savings banks are not much better 
than securities as to safety, but they provide a 
possibility for use of immediate funds when 
investments are down in price and therefore 
need not be sacrificed as the Savings deposit 
cannot deteriorate. 


The Stocks 


The following stock investments for John K. 
King were carefully selected by the Analytical 
Service. Space does not permit a review such 
as Mr. King received but for the purpose of 
illustrating how every investor should go about 
selecting, a sentence or two is given. To fol- 
low John K.’s system of safety, the reader 
should pick out the salient points of the rea- 
sons — using them for his or her individual 
purpo 

PREFERRED STOCK—Southern Railway 
Preferred is an issue which is more likely to 
come into its own after peace has been re- 
stored. Cessation of war will mean a resump- 
tion in traffic for many of the commodities 
and manufactures which prior to the war found 
an export outlet; particularly cotton and phos- 
phate rock. The bulk of the South’s cotton 
plants are located along the lines of the South- 
ern Railway system and it needs but little re- 
flection to see to what extent traffic on this 
system will be revived when export of cotton 
and phosphate is re-established. 

Earnings of the Southern Railway system 
are running currently at a rate equal to about 
20 per cent. of the preferred stock and 74 per 
cent. on the common stock, these rates com- 
paring with 15.56 per cent. and 5.28 per cent. 
respectively in 1916. 

PREFERRED STOCK—Cities Service Pre- 
ferred is a conservative investment and we 
should recommend that you hold it inasmuch 
as you are primarily interested in the income 
of the stock. There is no reasonable doubt 
as to the ultimate safety of principal and in- 
come on this issue. The dividend is now pro- 
tected by a large margin of earnings and 
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are very strong equities back of the issue. The 
price may go lower because of the investment 
conditions which favor higher yields on securi- 
ties having a fixed rate of income. But you 
may continue to hold your Cities Service Pre- 
ferred without uneasiness as to its ultimate 
position, as it should eventually be established 
at a level materially above its current quo- 
tation. 

PREFERRED STOCK—Kansas City South- 
ern Preferred, paying 4 per cent. annually, 
yields on present price 8 per cent. The rate 
has been maintained for nine years, and with 
the road in a flourishing condition there is no 
prospect of this return being reduced. The 
stock has indicated earning power of 13.68 per 
cent. for the current fiscal year based on the 


lative fluctuations, yet there is little possibility 
of the company’s business ever being affected 
to the extent of impairing the 7 per cent. paid 
on the senior issue. The American Sugar Re- 
fining Co. owns a majority of the capital stock 
of the Iowa Sugar Company, one-half of the 
capital stock of the Spreckels Sugar Company 
and minority interests in the stock of the 
Alameda Sugar Company, the Continental 
Sugar Company, the Great Western Sugar 
Company and the Michigan Sugar Company. 
Of these the Great Western Sugar Company 
has made the best showing by far. It is pre- 
dicted that for the year 1917 in addition to the 
regular dividend of 1% per cent. on the com- 
mon stock this company will pay extra divi- 
dends aggregating $40 per share. 








JOHN K. KING’S HALF MILLION INVESTMENT 




















SECURITY CorPoRATION Price Investep INcomE 
Government Bond...Second Liberty 4%................ccccccccces 100 100,000 4,000 
Ist Mtg. Bond.......Wilson & Co. 6% due 1941................... 100 20,000 1,200 
2nd Mortgage Bond. .U. S. Steel s: £. SH, G3.........cccccccccccess 100 30,000 1,500 
Guaranteed Bond....Allegheny & Western Ist mtg. 4% 1998........ 92 9,200 400 
Land Mtg. Notes....Canadian Pacific 6% notes, due 1924........... 101 20,200 1,200 
Double Gtd. Bond....Nor. Pac. Gt. Nor., C. B. & Q., Jt., 4% 1921.. 94 18,800 800 
Consolidated Bond...Pennsylvania 414%, due 1960................. 100 10,000 450 
Collateral Tr. Bond..Am. Telephone & Tel. 5%, due 1946, stocks as 

col. 133% to value of issue............... 97 19,400 1,000 
General Mtg. Bond. ..Reading Co. 4% 1997............c.eceeeeeees 88 17,600 800 
Improvement Bond...New York Central 4%, Series A, due 2013..... 90 9,000 400 
Debenture Bond....General Electric Co. 6% gold notes 1920....... 101 10,100 600 
Guaranteed Mtg..... mame Goud Title & Te. Ce. . onc. ccccscccvccccs — ,000 2,000 
Pe ee ee | ee rrr _— 13,200 528 
Preferred Stock..... I I 65, ccc chi wigawkitae oa duapas 61 12,200 1,000 

“ et EE Sah on od oo ucwanounbevbeesoiuesh 80 16,000 1,200 

- ee Ge ee 50 10,000 800 

. pees i i Ci vss cakeedkuveveus'sesdes 115 ,000 1,400 

. : waeed i Pn Mo... ccacxade oven dauedus OF 18,800 1,600 
Common * ace Se NE NINDS & 5 aC arae ow'de pedoaswaass 107 10,700 800 

" D 5s BEE EM ais ocdnd cotbensscaeetee¥ 102 10,200 700 

ne OD  ccp ne ME EE IIR oo. 5 0 ctviesectesaccs 41 8,200 800 

“ De” ee sh c665 500cknwhescereedddkned 120 36,000 2,400 

i! wae I ca a as rela ae wn 18,000 1,200 

- f pe EE viasen ne acthoneseeicebedeeend 97 19,400 1,400 

500,000 28,178 
FLAT YIELD, 5.63% 
returns to July 31, 1917, against 9.63 per cent. PREFERRED STOCK—Bethlehem Steel 


for 1916. Operating income and gross revenues 
show similar large increases over preceding 
years, while expenditures show no such ratio 
of increase considering the abnormal times, 
and the high cost of materials and labor. We 
are impressed with the showing of this road 
for the past few years, and it seems as if the 
rehabilitation program begun in 1906 and cost- 
ing something over $16,000,000 has been com- 
pleted and placed the road on a standard base 
throughout. 

"PREFERRED STOCK—American Sugar 
Co. Preferred stock should retain its invest- 
ment value during all time. While it is true 
that the common stock need now be regarded 
as a war stock and is subject to serious specu- 





New Preferred 8 per cent. stock is way out of 
line—it’s one of the cheapest stocks on the 
list and when a few more people get afraid of 
it, it will be time to load up, It was publicly 
offered as high as 106, and now the stock 
walks the street with no place to go at 94. Off 
in the background is the 7 per cent. preferred, 
ticketed at around 88 and yielding only 7.85, 
as compared with the newcomer’s return of 
more than 8.50. The new 8 per cent. preferred 
is not only prior to the 7 per cent. issue as the 
8 per cent. issue alone is cumulative but has a 
call on the common B stock at 115. It has 


back of it something like $500 assets per share 
and average earnings from 1912-1916 of $104 
a share. It may go lower, but you will want 





————_ 





114 


THE MAGAZINE OF WALL STREET 





to Br your children how low 
and to be sure you have a gon 
down and buy it on the wa 

COMMON STOCK — h.. Gas, 
Electric Light & Power of Baltimore may be 
regarded as a pretty good investment at around 
present prices. The action of this company in 
reducing the price of electricity and at the 
same time increasing the dividend rate from 7 
to 8 per cent. annually reflects the strong 
financial position the company is in. Earnings 
are expected to show a continued increase in 
the near future, inasmuch as the company has 
not yet begun to receive the full benefits from 
its big manufacturing developments in the 
Baltimore City district. 


COMMON STOCK, National Biscuit Co.— 
This company has been, of course, tremendously 
handicapped in the last year or two by the 
greatly increased cost of raw materials enter- 
ing into the manufacture of biscuits. Peace 
should mean lower prices for such essential 
products as lard, flour, etc. We regard the 
stock as a peace stock and it may be purchased 
now by an investor who is willing to hold it 
until a return to normal conditions. The com- 
pany is a magnificently managed concern and 
it is so well fortified financially that it could 
easily afford to pay dividends out of surplus 
for some time even if it did not earn them. 
The price has been very low on account of un- 
favorable conditions and liquidation after the 
death of the former president. It is very 
much of an investment bargain at present. 


i bought it 
sory, buy it 


COMMON STOCK—National Enameling & 
Stamping is most attractive from a semi-in- 
vestment viewpoint, both because of its com- 
paratively low selling price and because of the 
favorable prospects for an increase in the divi- 
dend rate or the payment of extra dividends. 
National Enameling & Stamping’s recent ex- 
pansion has been of a very substantial char- 
acter and earnings of the company show a 
wide margin over dividend requirements. The 
company is now earning at the rate of between 
$30 and $40 a share per annum compared with 
$11 a share actually earned in 1916. Divi- 
dends were recently resumed at the rate of $4 
a share per annum, On the basis of present 
earnings and dividend payments there is a wide 
leeway for an increase in the dividend or the 
payment of extra dividends, but the effect of 
Government taxation of excess profits must be 
taken into consideration in this connection. 


COMMON STOCK — Woolworth is 
showing steady increases in business and as 
an investment is always to be considered fairly 
secure. However, there are many uncertain- 
ties in the present situation and while the tech- 
nical position of the market has been greatly 
improved in anticipation of the new offering 
of Liberty Bonds, we expect to see temporary 
reactions accompanying the present rally. You 
will assume little risk in buying Woolworth, 
but we think it quite possible that by adopting 


a waiting attitude you will be able to secure the 
stock somewhat cheaper. However, inasmuch 
as you are investing a half million in funds 
and intend to hold the investments indefinitely, 
you would not assume any serious risk in mak- 
ing your purchase at the present time. While 
the stock is acceptable for you it might not be 
as acceptable for another in a less happy 
financial position than yourself. 


COMMON STOCK—Southern Pacific stock, 
paying 6 per cent., appears at present levels to 
be comparatively low in price. In 1910, for 
example, when 12.3 per cent. was earned on 
the stock, it sold up to 138% and did not go 
below 10314. In 1911 it did not sell under 
104%, and in 1912 under 103%. Yet earnings 
at the present time are far ahead of the earn- 
ings in the years mentioned. The explanation 
is due, in the first place, to the fact that rail- 
road stocks were in much more favor in those 
years than they are at the present time, and, in 
the second place, to the fact that the war has 
caused the selling of railroad stocks held 
abroad. 

Southern Pacific stock would appear to be 
selling at a lower price than it is intrinsically 
worth and can be regarded as an attractive 
long pull investment. Its 6 per cent. dividend 
looks very secure. 


COMMON STOCK—Northern Pacific is a 
very sound investment stock and you are justi- 
fied in holding it for an investment. In spite 
of highly increased operating and maintenance 
costs, under which all the railroads have been 
laboring, Northern Pacific has returned an 
operating income of $14,201,694 for the first 
six months of the current year as against 
$12,959,380 for the corresponding period of 
1916. The company operates through a very 
rich territory and according to latest reports 
is showing continued improvement. The stock 
may go lower in sympathy with the general 
weakness in the market, but the road is in a 
strong position and we feel sure that you will 
be ultimately able to value it at a considerably 
higher price. 

John K. King’s analytical reports covered 
two, three or four letter pages for each se- 
curity, but only the bare summary has been 
used here for illustration. Mr. King learned 
to pick out the facts and apply them to his in- 
dividual case such as each investor must learn 
to do. Throughout all the research work, 
John K. King noted that this formula was 
observed : 


Safety of Principal 

Wide Geographic Distribution 

Wide Industry Distribution 

Income 

Stability of Price 

Marketability 

Desirable Future 

Distribution of Classes of Credit 
(Bonds) or Partnership (Stock) 


A 
Real 
Investment 




















READERS’ ROUND TABLE 





{Subscribers are invited to contribute to the Readers’ Round Table Department. 


From 


our readers we receive many valuable suggestions and interesting ideas, and have inaugurated 
this feature in order that they may present their problems and their thoughts to their fellow 


readers. We believe that this interchange of ideas will prove to the advantage of all. 


Send 


in your manuscript addressed to Editor, Readers’ Round Table. No names will be used unless 


permission is given.—Editor.] 





Protest 


Editor of THe MaGazine or WALL STREET: 

Allow me as a subscriber to your publica- 
tion and one who has followed the various 
investment suggestions appearing therein in 
the past, to a small extent at least, and who 
has purchased stock therein recommended as 
to security of principal, to register my acute 
protest at the present action and condition 
of the stock market. I am “long” on three 
separate stocks, and have in the past month 
again and again put up money with my brokers 
as additional margin on account as called 
for, but I have now about reached the end 
of my string of assets available for marginal 
requirements or otherwise, and while I had 
hoped and intended to purchase some of the 
present offering of 4 per cent Liberty Bonds, 
I find that I will not be able to put a single 
dollar therein so long as the stock market 
continues at its present low level. 

I feel confident that there are numerous 
other small (as well as big) investors who 
are in the same fix as myself, and who are 
so tied up in investments of stock actively 
dealt in on the Stock Exchange, that they can 
not extricate themselves or secure enough 
funds to place in Liberty Bonds without suf- 
fering severs loses in capital. I have quite a 
number of personal friends in the same pre- 
dicament. 

I feel quite confident myself, and I be- 
lieve that belief is shared pretty generally by 
the investment public, that if the banking or 
financial interests in Wall Street saw fit to 
step in and put a definite end to the bear 
raids on the market, and the consequent fright- 
ened liquidation, and confidence in a stable 
and improving market was engendered in the 
public or restored, a more cheerful attitude 
and feeling on the part of the public towards 
the Liberty Loan would result, and those who 
now sustain large paper losses in the stock 
market would be able to extricate themselves 
to some extent at least and put the funds so 
obtained into Liberty Bonds. 

It is only because I feel that those who, at 
this stage in our country’s history control the 
trend of the stock market to a large extent, 
do not fully appreciate the condition brought 
about, and who forget that the “public” are 
bulls and not bears, that I have taken this 
liberty to write to you my views on the 
situation and how it has prevented at least 
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one investor from being, able to do what his 
patriotic desire dictates. 


Yours very truly, C. E. K. 





Discretionary Order 


Editér, THe MaGazine or WALL STREET: 

On September 5 we wired A & Company, 
members of a New York Stock Exchange: 

“Buy for our account at your discretion 
limit 156. 200 shares Canadian Pacific. Order 
is good until cancelled.” 

On the same date we wired a further order: 

“Buy in addition to previous order 100 
Canadian Pacific limit 154. Order is good until 
canceled.” 

A & Company acknowledged receipt of both 
orders by letter on the 5th September, and 
stated: 

“Acting on your discretionary instructions 
we have entered an open order to buy 200 
shares Canadian Pacific at 152%. The stock 
would look decently cheap if it could be 
bought around that price, although if you 
have different ideas on the subject and desire 
limit changed you are of course at liberty to 
do so.” 

On September 11 we wired further order, 
stating this was in addition to previous orders. 
The order for the 100 shares wired on the 
5th September, also order wired on the 11th 
September were both executed on the 12th 
September and reported as customary by wire. 

On the 13th of September market broke to 
152%, closing at 154%. Not having received 
advice by wire, as customary, of the execution 
of order for 200 shares at 15214, we wired 
A & Company asking why order was not 
executed. A & Company wired reply on the 
14th September : 

“Money situation bad. Cancelled discretion- 
aty order for the present. See letter.” 

A & Company wrote us on the 13th Sep- 
tember, which letter could not—and did not— 
reach us until 15th September: 

“The market for C. P. on the 14th was 
high 15534, low 155, close 155%.” 

We claim A & Company, if for any reason 
did not wish to execute order should have, as 
customary, wired us and given us an oppor- 
tunity of having it executed elsewhere, and 
on account of their not doing so we lost 
the opportunity of taking 2% to 3 points 
profit on the 200 shares on the 14th. 
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We claim when A & Company acted on the 
discretionary instructions and entered open 
order for 200 shares at 152%, advising us 
as per their letter of the 5th of September, 
quoted above, the order then ceased to be a 
discretionary one, and A & Company, not 
advising us by wire, as customary, before 
cancelling the order—thereby preventing us 
from placing the order elsewhere—are liable 
for the profit which we could have made. 

A & Company claim, and write us: 

“An order of this description never loses 
discretionary character until it is made a posi- 
tive order.” 

We claim it became a positive order when A 
& Company entered the open order at 152%, 
as advised in their letter of 5th of September. 

Who was right? 

Yours truly S. S. P. 

We are very much inclined to agree with 
the broker in his attitude towards the dis- 
cretionary order. The broker wrote his 
client, “An order of this description never 
loses discretionary character until it is made 
a positive order.” When the broker wired 
his client that orders had been placed to pur- 
chase Canadian Pacific at 152%, he stated 
that “if you have different ideas on the subject 
and desire limit changed you are of course at 
liberty to do so,” but the customer did not 
answer that he desired a limit. When the 
market broke the broker apparently decided 
that Canadian Pacific would go much lower, 
and withdrew the order, which, we believe, he 

-had a perfect right to do under his dis- 
cretionary privilege. The fact that the market 
became strong and Canadian Pacific went up 
did not constitute either a legal or moral 
lien against the broker. 

This is an excellent opportunity to bring 
out the fact that there is nothing so dangerous 
as a discretionary order. There are so many 
possibilities for misunderstandings, and so 
many opportunities for losses, that it would 
seem as though common sense would prevent 
an individual from giving such an order, and 
definite business principles prevent a firm 
from accepting such an order. 

Discretionary orders in investment or 
speculation spell losses.—Eprror. 





A Journalistic Curiosity 
Editor Tut Macazine or WALL STREET: 

I desire to present to our readers a curiosity 
of the twentieth century. The following 
quoted article appeared as a leading editorial 
in the New York World on October 13, 1917. 
The fact that a wonderful newspaper could 
employ an editorial writer so ignorant of the 
basic principles of economics is the really 


amazing feature. 
Here fellows the editorial: 


“CoNnsERvE VALUES. 

“Is it not about time the United States 
Government paid some attention to the con- 
duct of the New York Stock Exchange? 

“Federal authority has succeeded in stopping 
the ruinous practices of the Chicago Board of 
Trade and speculation in foodstuffs generally. 

“Why not concern itself with speculation in 
values? 

“One great secret of Germany’s strength to 
date has been the German Government’s con- 
trol of values, thanks to which it has not been 
possible in Germany, at least to destroy for- 
tunes and drive capital into panic. 

“Despite the enormous drain on German 
financial resources, Germany has so far suf- 
fered no economic convulsion. 

“This is because in Germany none is per- 
mitted, not because one is not due. 

“Here in the United States the reverse con- 
dition prevails: 

“No panic is due. 
depression of values. 

“On the contrary, seldom has earning power 
been greater or surer. Seldom have securities 
showed so high a rate of return in proportion 
to their cost. 

“Yet because a thousand men are licensed 
to play football with these same securities the 
credit of the country is impaired, the fortunes 
of individuals are placed in jeopardy and the 
success of the Liberty Loan itself imperilled. 

“We need conservation of values as much as 
we need conservation of food. 

“If the Stock Exchange cannot restrain 
itself, then it should be restrained.” 

What can the government do to control 
speculation.in values? Has Germany ever 
controlled values or has anyone else, either 
government or individual? John Law tried it 
in France and the result was the Mississippi 
Bubble ruining thousands upon thousands of 
innocent persons. 

Has there been any panic? Far from it, 
but there has been serious depression of values 
from natural and economic causes. 

Is the editorial writer in touch with the 
facts when he states that the one thousand 
out of eleven hundred members of the Stock 
Exchange are making a football of. securities? 
Why is it necesary to call attention to the fact 
that these eleven hundred men are facing busi- 
ness starvation because of the depression? 

By restraining the Exchanges—closing them 
—the public are at the mercy of thousands of 
financial ghouls. The market is destroyed, 
and where are they going to sell investments 
to buy Liberty Bonds? 

Such editorials are conducive of unrest 
among the ignorant and lead to anarchy. 

Sincerely yours, 
R. T. 


There is no excuse for 



























Our Bargain Indicators 








What They Contain and Why, and How to Use Them 





NE of the earliest features introduced 
into this publication when it was 
started ten years ago was a “Bargain 
Indicator.” That was in the days of 
low prices, following the panic of 

1907, and some of the stocks which headed 

the list in the Bargain Indicator made won- 

derful advance in the latter half of 1908 and 
in 1909. The basic idea on which the list 
was made up—that of figuring the per cent 
of the latest earnings on the current price 
of a stock—aitracted much attention and was 
adopted in various forms by other publications. 

We found, however, that inexperienced in- 
vestors were inclined to place undue weight 
on the position of a stock in the list. Of 
course it is impossible to make 1p any statisti- 
cal arrangement of stocks which will take the 
place of investment judgment. Such a classi- 
fication is a help to the judgment, but cannot 
supersede it. 

For that reason, as well as to give more 
information, we enlarged the Bargain Indi- 
cator to show earnings year by year for five 
years preceding, and by an explanatory note at 
the beginning we endeavored to emphasize the 
fact that the value of a stock must not be 
judged by its position in the table only. 

The sudden changes in earnings and in the 
investment position cf securities resulting 
from the war have made it desirable to modify 
our Bargain Indicators to some extent. It 
is more essential than ever to compare prices 
with the latest available earnings, since earn- 
ings are changing so rapidly not only from 
year to year but even from month to month. 

It is desirable, therefore, to explain to our 
subscribers more fully just what our Bargain 
Indicators are and how they are intended to be 
used. This is especially necessary because of 
the great number of new subscribers who ha~e 
been added to our list within the last year. 

We are now publishing and expect to con- 
tinue the following Bargain Indicators, or 

tables, wpjch serve a similar purpose: 

(1) Tse Bonn Buyers Guie.—This table, 
which appeared in our October 13 issue, and 
will be brought down to date from time to 
time, is a classification of listed bonds accord- 
ing to character and yield. 

It will be noted that in this table we do not 
attempt to grade the bonds according to their 
investment standing or to give them a “rat- 
ing.” We simply divide them into groups 

i character. 








yield gives it in better and more up to date 
form than any other which may be arbitrarily 
adopted, since the yield indicates the combined 
judgment of all the interests which are buying 
and selling bonds. Thousands of banks, trust 
companies, estates and individual investors are 
studying the bond list from week to week with 
a view to placing their funds to the best pos- 
sible advantage, and the prices of bonds re- 
spond to their judgment, with the result that 
the yield on a bond is a pretty good index 
of its standing. As a rule, the lower the 
yield the better the bond. 

There are certain modifying factors. Sav- 
ings banks, for example, are limited by law to 
certain classes of bonds. Hence a bond legal 
for savings banks will usually yield a shade 
less than an equally good bond which is not 
legal for banks. Again, American investors 
are, as a rule, prejudiced against foreign bonds, 
so that a foreign bond will usually show a 
higher yield than an equally good American 
bond. 


But these are points to be considered in 
connection with each bond individually. If we 
are to assign ratings, we need almost as many 
different ratings as there are bonds. The 
variety of bonds issued by American com- 
panies, their relations to other forms of cap- 
italization, their dependence upon the com- 
pany’s earnings and outlook, and the special 
conditions affecting each one, are so complex, 
and the changes in conditions are so continual 
and in some instances so sudden, that each 
bond requires separate consideration. 

Nevertheless, this table is exceedingly use- 
ful to everybody who is interested in bonds, 
since it enables the reader to cull over at a 
glance the entire active bond list, or to select 
for study bonds giving any desired yield.. 

(2) Barcarn InpIcaToR ON THE RAtts.— 
This shows dividend rates and income yields 
at current prices and per cent earned on the 
stocks yearly for five years. In order to bring 
this table more closely down to date, we have 
introduced the feature of estimating the an- 
nual rate per cent being earned in the current 
year and basing the per cent of earnings to 
price on this estimated figure. 

Since railroad earnings are given out month- 
ly on a uniform and prescribed basis, these 
estimates are fairly satisfactory. In making 
such estimates, allowance has to be made for 
the natural variation in earnings in different 
seasons of the year. A method of doing this 
is employed which gives excellent average re- 
sults, but of course there is no way of fore- 


seeing special changes in ea-nings which may 
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take place during the remainder of the year 
on which the estimate is based. 

We consider these estimates a better basis 
for figuring the earnings on the current price 
than the last annual report of the company. 
Nevertheless it must be understood that the 
estimates may, and in some cases undoubtedly 
will, vary one or even two per cent from the 
earnings that will be shown by the annual re- 
port when published. 

The stocks are arranged in the order of the 
per cent of estimated current earnings to the 
current price. Other things being equal, the 
stocks toward the top of the list should be 
better bargains than those toward the bottom. 
Other things never are equal, of course, and 
for that reason the position of the stock in 
the list is only one of the considerations to 
be thought of in selecting an investment—but 
it is one of the important considerations. 

(3) Barcain Inpicator oN Pustic UTILI- 
T1eEs.—Where monthly earnings are available, 
these are handled in the same manner as 
the rails. Not all of the public utility com- 
panies, however, give out earnings monthly. 
Where monthly earnings cannot be obtained, 
it is useless to try to estimate current earn- 
ings with any degree of accuracy or certainty. 
Hence in a second division of the table, we 
arranged in alphabetical order, those stocks 
on which only annual reports are available. 

This second part of the Public Utility table 
is valuable as a convenient and condensed 
record of earnings year by year. It must be 
understood that the stocks in this second divi- 
sion are just as likely to be good investments 
as those in the first section. The only differ- 
ence is that current earnings are not available. 

(4) InpustriAL Earnincs, DIVIDENDS AND 
Income Yretps.—Because of the great and 
sudden changes in industrial earnings, which 
have resulted from the unsettled conditions of 
the war, we believe it is no longer desirable 
to attempt a classification of industrial stocks 
on the principle employed in our Bargain In- 
dicator on the Rails. 

Eyen under peace conditions, it was always 
necessary to place less weight on the position 
of an industrial in the table than could be 
placed on the position of a railway stock, 
since industrial earnings always fluctuate more 
than railway earnings. And the war has ag- 
gravated this condition so much that such a 
classification is often misleading. 

We are therefore modifying this table so as 
to present annual earnings. for five years, 
dividend rate, current price, and income yield 
on the price, and arranging the stocks in al- 
phabetical order. We separate the table into 
two groups, the first including stocks on which 
annual reports for 1917 are available and the 
second where only 1916 earnings have been as 


yet given out or are at all available. 

In this way the table gives in condensed 
form the most significant figures in regard to 
each stock and is very useful to investors who 
wish to cull over the list and pick out certain 
stocks for further and more careful study. 


(5) In later issues we shall include similar 
tables covering Oil Stocks and Curb Stocks. 
These will be arranged on the same general 
plan as listed Industrials. 


(6) In this issue we present a table cover- 
ing leading INpDUSTRIAL PREFERRED STOCKS, 
showing dividend rates, the average number of 
times the’ current dividend has been earned 
annually in the past five years, prices for 1916 
and 1917, the current price, and the dividend 
yield on the price, arranged alphabetically. 

This table will be brought. down to date 
from time to time and has the same value as 
the table covering industrial common stocks. 
Some of the dividend yields on these stocks at 
present are almost startling In general, a 
very high dividend yield naturally is taken to 
indicate that investors doubt the permanency 
of the present rate, but each issue must be 
examined on its merits. 

In a subsequent issue we shall add a similar 

table on Railroad Preferred Stocks. 
; In several of the above mentioned tables, we 
include notes on the various stocks, whicn 
present the most significant features of current 
conditions as affecting that security. .These 
notes often give the key to the position of the 
stock, and give the reader a hint which he can 
follow up more thoroughly if he desires. 

Our readers are familiar with the fact that 
our Inquiry Department is ready at any time 
to report promptly as to the current standing 
of any stock or bond and the conditions whicn 
affect it, as well as to give the opinion of our 
experts as to whether it is desirable to invest 
in the security at the time. These opinions are 
adjusted to the personal position of the in- 
quirer. 

It is always desirable to consult this depart- 
ment in- regard to any securities which the 
reader may note in our tables and Bargain In- 
dicators before investing in them. 

Our aim is to present tables which will give 
the investor the greatest information in the 
smallest space, and yet which are arranged on 
a conservative basis, without attempting to do 
something which cannot be done. 

The statistical work involved in the com- 
pilation of these Bargain Indicators is very 
great. It could not be handled satisfactorily 
or accurately except by a large trained staff 
having all possible facilities for getting in- 
formation; mature, unprejudiced judgment in 
regard to the investment situation; and a keen, 
experienced knowledge of analytical methods. 

THe Macazine or WALL Street 




















Leading Industrial Preferred Stocks 


SHOWING THEIR DIVIDEND RATES, DIVIDEND MARGINS OF 
SAFETY COMPUTED ON A 5-YEAR AVERAGE BASIS, HIGH AND 
LOW PRICES FOR LAST TWO YEARS AND YIELDS. 


Times 
Div. 
Present Earn. Yield 
Div. 5Syr. 1916 1917 Recent on 


Rate Aver. Low High Low High Price Price 


Amer. Agricultural Chem. pfd..... $6 8625 96 103% 9% 103% % 6.25 
Amer. Beet Sugar pfd............. 7 67 93 102 90 98 95 7.36 
BG nates cake ce sces cca: a7 18 107% 115% 98% 111% = 95 7.36 
Amer. Car & Foundry pfd......... , a 115% 119% 107% 118% 107% 6.51 
Amer. Cotton Oil pfd.............. : OR 98 102 92 101% 90 6.66 
Amer. Hide & Leather pfd........ 5 1.1 45 847% 49% 75 49 10.20 
BE BI, Mi tncéddeven<easse 7 28 99% 109 99%, 106% 97 7.21 
Amer, Smel. & Ref. pfd............ 7 39 109% 118% 105 117% 102 6.86 
Amer. ‘Sugar Ref. pfd............. 7 1.9 115% 123% 114% 121% iii 6.30 
Amer. Tobacco pfd. (mew)........ 6 4.1 105% 113 983, 10934 98 6.12 
a ee. eee 7 1.1 92 102 93% 100 93% 7.48 
A Nn os nnecsccccee 7 2.4 98% 110 97 102% 96 7.29 
Bethlehem Steel pfd............... 7 1.4 126 186 84 135 95% 7.31 
ee ge rere 7 32 108% 117% 103 115% ~=101 6.93 
(ey Gen Peek, 668......6.c.....° 7 1.5 85 113% 89 112% 9% 7.77 
(c) Crucible Steel pfd............. 7 29 108% 124% 9% 7% ~= 9d’! 7.69 
Inter. Mer, Mar. pfd.............. b6 0 8=—- 0.0 61% 125% 62% 95% 81 7.40 
—— eT RS eer ere 6 152 105 111% 97% 108 97 6.15 
(c) Inter. Paper pfd.............. 6 1.4 42% 109% 52% 77% 53% 11.21 
Maxwell Motor Ist pfd............ 7 *34 65 93 59 74% 63% 11.00 
National Lead pfd................. 7 1.5 111% 117% _ 101 114 104 6.73 
Pittsburgh Coal pfd............... 5 1.3 100 115% 83% 90 83% 6.00 
Pressed Steel Car pfd............. 7 1.9 97 108 99 107 BY 7.10 
Railway Steel Spring pfd.......... 7 18 95% 103% 96% 101 97% 7.17 
SE IEEE Ts cores tceccececs 7 193 124 127 122 127% 120% 5.82 
Sloss-Sheffield pfd. ................ 7 18 91% 103% 93 99 90 7.77 
SONNE sib cise a cdivssieccecs 7 66 14 108% 89 1085 90 7.77 
Tobacco Products pfd............. 7 718 99 109% 97 105 92 7.60 
U. S. Cast Iron Pipe pfd........... 5 48 4814 67% 50 63 50 10.00 
U. S. Ind. Alcohol pfd............. 7 45 99% 114 97% 106 98 7.14 
U. S. Rubber Ist pfd............... 8 1.9 106% 115% 101% 114% 98 8.16 
[Sy | 5 RUS 7 40 115 123 1134 121% 113% 6.18 
Va.-Carolina Chem. pfd............ 8 2.1 108 114% 98 112% 9% 8.01 
Willys-Overland pfd. .............. 7 416.7 94 117 87% 100 86 8.13 
Woolworth, F. W., pfd............. a. ee 123 126 120% 126% 119% 5.85 


*3 yr. Average. 4 yr. Average. aDivs. in Arrears 314%. b Divs. in Arrears 82%. 
(c) Paid off dividend accruals. 
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——————————————————— 
Bond Inquiries 








Reasons for Holding Distillers Bonds 

W. S. R., Elizabeth, N. J—We do not ad- 
vise you to sell Distillers bonds for the pur- 
pose of putting the proceeds into Interborough 
Met. Col. 4%s. The Distillers bonds are in a 
position which is improving and which should 
be reflected in higher prices. Recent estimates 
of the cash in hand and other assets of the 
company claim that in the event of the liquida- 
tion of the company there would be a distribu- 
tion of $40 and $50 per share for the common 
stock. Prohibition has not hurt the company 
to the extent that it was anticipated. 


Third Av. Adjustment 5s Should Improve 

G. M., Albany, N. Y.—Third Avenue Ad- 
justment Income 5s speculative outlook has 
been somewhat improved recently by the pos- 
sibility that some relief will be given the com- 
pany through the granting by the Public 
Service Commission of permission to either 
abolish the present free transfer system or to 
make some kind of a charge for transfers. 
The officials of the company were no doubt 
correct and have represented the position of 
the company faithfully, when they informed 
the Commission that they were not able to 
make any further reduction in expenditures 


without impairing seriously the service which 
the company is giving and that its only 
defense against sharply rising costs and labor 


demands would be an increased fare. Just 
what the Public Service Commission will de- 
cide cannot of course be foretold. 

The Third Avenue system as a whole, seems 
to have passed through its worst time and 
from now on an improvement should be shown. 
On Aug. 28, 1917, the directors decided to 
pay on Oct. 1, 1917, 134% interest on the 
company’s Adjustment Income Bonds for the 
entire three months from April 1 to June 30, 
1917. As a speculation, we regard the bonds 
as being in a fairly attractive position, but we 
do not advise their purchase to one who is 
not willing to assume a considerable amount 
of risk. 


A Woman’s Short Term Investment 

J. P. S., Southington, Conn.—Wabash Pfd. 
“A” and American Foreign Securities 5s are 
not the kind of investments for a woman of 
limited means to make. As an alternative, we 
recommend Southern Railway 5s, due March 
2, 1919, selling around 97%, to yield 6.80%; 
Great Northern Railway 5s, due Sept., 1920, 
selling around 98%, to yield 5.65%; Great 
Atlantic & Pacific Tea 6s, due June, 1921, 
selling around 100, to yield 6%. You cannot 
expect a higher yield than is to be secured on 
the foregoing if “safety first” is a considera- 
tion with you. 


Attractive Convertibles 

L. C. F., Middletown, Conn.—Because of the 
poor outlook for long time investments of 
fixed yield, such as high-grade railroad bonds, 
we are recommending that investors at this 
time confine their attention to those issues 
which have attractive convertible features. 
The St. Paul Convertible Refunding 4%s, and 
the St. Paul Convertible 5s, which you men- 
tion, are alright from the standpoint of secur- 
ity but the conversion privilege on these 
bonds—at par up to June 1, 1922, in the case 
of the former; at par up to Feb. 1, 1926, in 
the case of the latter—holds no particularly 
attractive speculative possibility except for 
the near future. > 

Chesapeake & Ohio Convertible 5s have at- 
tractive convertible features. These bonds can 
be converted into common stock up to April 
1, 1920, at $75 per share, and up to April 1, 
1923, at $80 per share. With Chesapeake’s 
earnings running at the rate of approximately 
$10 per share, while the stock is paying 
at the annual rate of only $4 per share, it is 
readily apparent that this conversion privilege 
might become valuable. 

Southern Pacific 20-year convertible 5s, are 
convertible on or before June 1, 1924 into 
common stock at par with adjustment of in- 
terest and dividends. Southern Pacific’s 
earnings results continue favorable in spite 
of mounting costs, and it is evident that the 
management is coping successfully with the 
difficult operating conditions now prevailing. 
The conversion feature of these bonds would 
seem to give them attractive speculative pos- 
sibilities, and we recommend them. 


Chicago & Great Western 4s Unattractive 


Chicago & Great Western 4s are secured 
upon igergoae | the entire property of the 
company at a low rate per mile. The com- 
pany is free from floating debt, equipment or 
other short term obligations, and there is no 
fixed obligation payable within the next 35 
years. Despite this enjoyable financial posi- 
tion, and although the road is well and con- 
servatively managed, this issue is not entitled 
to a very high rating, as neither of its large 
leased properties is on a substantially paying 
basis, and the company itself earns only a 
comfortable margin of safety over and above 


. the interest on the moderate amount of bonded 


debt of the line. The times the interest was 
earned in 1916 was 1.79; in 1915, 1.38; 1914, 
1.41; 1913, 1.57, and 1912, 108. As there are 
so many attractive bonds of the very highest 
standing at this time, we do not consider these 
of the Chicago & Great Western particularly 
desirable. St. Louis & San Francisco Prior 
Lien 4s, Series A, around 60 are preferable. 
Although they are somewhat more speculative, 
the chances for appreciation are large. 
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PUBLIC UTILITIES 








Western Union’s Development 





Gross Earnings Have Doubled in Ten Years and Surplus for 
Dividends Trebled—Millions Put Into Property Have 
Increased Operating Efficiency—Strong Financial 
Condition—Market Status of Stock 





By FRED L. KURR 





N the declining stock market of the 
past several months, in which nearly 
every class of security suffered, in- 
cluding the most seasoned invest- 
ment issues, Western Union went 

down very reluctantly. At present prices of 
around 88, it is only off about 10 points from 
its high price of the year, a small decline com- 
pared to what other industrial stocks have suf- 
fered. 

There are several good reasons for the 
strength the stock has shown. In the first 
place, earnings are running well ahead of all 
previous records and prospects are that they 
are going to do still better. For the first 
quarter of 1917 gross earnings totaled $17,- 
132,187, in the second quarter $19,290,570, and 
in the third quarter $20,897,446, thus showing 
how steadily earnings are creeping upward. 
Another bullish argument is the excellent 
position of the company in regard to the 
excess profits tax. The actual money invested 
in the property is very large, and should en- 
able the company to claim an exemption of 
between $9,000,000 and $10,000,000 of its net 
income. 





War Tax Small 


In 1916, net income was $13,561,830; 1917 
earnings will probably be $1,000,000 more, or 
$14,500,000. Allowing for an exemption of 
$9,000,000 and there will remain only $5,000,- 
000, on which the war tax will apply. Western 
Union, therefore, is likely to earn this year 
very close to the 13.59 per cent earned in 1916 
after all taxes. 

There are many reasons why Western 
Union appeals to investors. It is a thoroughly 
seasoned security. Dividends were started in 
1881, and have been paid without any inter- 
ruption up to the present time. From 1881 
to 1907 5 per cent per annum was paid. In 
1908 the dividend was reduced to 3 per cent, 
in 1914 it was increased to 4 per cent, in 1915 
to 5 per cent and in 1916 to 6 per cent. 


In the past three years alone $14,000,000 has 
been put into the property from earnings, in 
addition to unusually large appropriations for 
maintenance and depreciation. As of Decem- 
ber 31, 1916, reserves for depreciation of land 
lines stood at $6,973,262, and reserves for 
depreciation of cables was $4,115,668. In 1911 
there was no reserve for depreciation of land 
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lines and the reserve for depreciation of 
cables was only $1,411,982. 


Physical Condition 


The property as a result of these expendi- 
tures from earnings is in far better physical 
condition than ever before in its history. The 
result of the upbuilding is now being felt. 
In spite of the fact that operating costs have 
gone up because of the increase in the cost 
of material and labor, the increased efficiency 
of the system has enabled the company to not 
only prevent the operating ratio from increas- 
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ing but actually reduce it. In 1913, for ex- 
ample, the percentage of operating expenses 
to gross was 92 per cent, whereas in 1916 it 
was only 78 per cent. 

There has also been a remarkable improve- 
ment in the financial condition of the com- 
pany. Working capital as December 31, 1916, 
stood at $22,711,278. This is considerably 


material and labor, and there is little doubt 
but that this situation will be greatly relieved 
after the war. The increase in salaries and 
wages, special payments to employees, etc., in 
1916, was no less than $3,896,000. 

The accompanying graphic shows the re- 
markable growth of the company’s business in 
the past decade, gross earnings having prac- 
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TABLE 1—WESTERN UNION 


Earnings for Nine Months Ended September 30, 1916. 


Total Revenues 


Maintenance Repairs, and Reserved for Depreciation................ 
Other Operating Expenses, including Rent of Leased Lines and Taxes 


Total Expenses 


Balance 


Deduct Interest on Bonded Debt.............. 


Net Income 


Tee eee ee eee ee eee eee eee ee 


eee ee ee eee eee eee eee eee eee eee) 














1917. 
ved: eARRES $45,789,770  $57,320,20: 
$ 6,194,417 $ 7,487,037 
29,186,663 38,233,855 
diesen $35,381,080 $45,720,892 
Pio. MASON A hie $10,408,690 $11,599,311 
NE ARC et TESS 998, 998,887 
RB Bs IL $ 9,409,803 $10,600,424 














over twice the largest working capital ever 
reported. In past years the normal working 
capital of the company has been between 
$5,000,000 and $10,000,000. That $22,711,278 
working capital is far more than the business 
of Western Union requires is indicated by 
the fact that some $14,500,000 has been in- 
vested in high grade securities. 


Prospects 


While it is probably true that the large 
volume of business in the past two years is 
in part due to the war, it is not thought by 


titally doubled and net income having nearly 
trebled. In the ten years ended December 
31, 1916, earnings available for dividends, after 
liberal allowances for depreciation, averaged 
6 per cent per annum on the capital stock. 


‘Capitalization 
Western Union is capitalized with $99,- 
786,727. stock and $31,994,000 bonds. Five 
years ago the bonded debt stood at $40,584,000. 
Net tangible assets as of December 31, 1916, 


applicable to the common were equal to $125 
a share. In view of the heavy depreciation 








TABLE 2—WESTERN 


UNION 


High and Low Prices of Stocks 


High Low 
J Re Pe 2 8814 77% 
gs SES TR a oer 100% 81 
ge | ee Re 97% 8434 
0 RE ee Pe 93 80% 
MEE Bindass s Skat cacvacad eos 94 85 
ee ee 95% 92 
SE tan caihe du bed Gods ookss 941% 85 
SRE ee ee 85 54 
DE sti hcnsscecniecthibtdchs 71% 41 


High Low 
ge PT SAR re FEST ee 85% 64 
EE os ee 784 56 
sack ticdinkares tipemicke os tanene 841% 71% 
PR Se St ery 86% 71% 
| gh ae et 75% 54% 
BR ee Es: 667 53% 
Se avis ,abebanaseecasavenes 105 87 
SOE "th sh dhbee recent hksobel 99% 85% 














those familiar with Western Union’s business 
that earnings will ever go back to pre-war 
levels. This belief is based on the vast im- 
provements that have been made to the West- 
ern Union system. It is likely, of course, that 
gross revenues n-ay fall off somewhat, but this 
reduction should be more than compensated 
for by decreased operating costs. Western 
Union is making its present brilliant showing 
under the handicap of record high prices for 


charges that have been made, it is probable 
that the value of the company’s assets are in 
excess of figure at which they are carried on 
the balance sheet. 

On December 31, 1916, there were 208,474 
miles of pole line, 936,214 miles of iron wire, 
663,932 miles of copper wire, 2,988 miles of 
land cables and 22,728 miles of ocean cables. 
The operated offices were 25,234 in number, an 
increase of 92 offices from the previous year. 
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Table 2 shows the high and low prices of 
the stock over a series of years. It will be 
noted that in the years 1900 to 1906, inclusive, 
when the stock was on a 5 per cent basis, it 
reached prices higher than what it is now 
selling for, although is it now on a 6 per cent 
basis. In December, 1916, the directors de- 
clared an extra dividend of 1 per cent. There 
is some possibility that action along the same 
line will be taken this December, in view of 
the substantial improvement in earnings. 


Pennsylvania Contract 

A recent development of importance in 
Western Union affairs is the establishment 
of harmonious relations with the Pennsylvania 
Railroad. In 1902 as a sequel to the fight be- 
tween Gould and the Pennsylvania, brought 
about by the former’s attempt to break into 
Pittsburgh, Western Union was exiled from 
the lines of Pennsylvania. It is estimated that 
this banishment cost Western Union in the 
neighborhood of $1,000,000 worth of equip- 
ment and $400,000 annual revenue, as well as 
loss in the matter of prestige. The decision 
of Pennsylvania to renew the contract is a 
tribute to Western Union service. The con- 
tract is said to have been made on very favor- 
able terms. 

Western Union was incorporated April 1, 
1851, in New York, as the New York & 
Mississippi Valley Printing Telegraph Com- 
pany. In 1856 the title was changed tr its 
present one. From time to time telegraph 
companies operating in other parts of the 
country were acquired until the present vast 
system was built up. In 1909 the American 
Telegraph & Telephone acquired a large minor- 
ity interest in Western Union stock, but in 
1914, in accordance with an agreement with 
the Department of Justice, this stock was 


sold to a syndicate, stockholders being given 
the right to subscribe at $63 a share. 


Position of Stock 


From an investor’s standpoint, Western 
Union stock at present prices would appear 
to have much to recommend it. The yield 
on the investment at 88 is 6.8 per cent. The 
6 per cent dividend can be regarded as very 
secure, in view of the fact that the company 
was able to earn an average of 6 per cent in 
the past ten years, and that its earning power 
is now undoubtedly much higher than it has 
ever been in the past. There is an excellent 
possibility that the company will be able to 
make still greater returns to its stockholders 
within the next few years, as its financial con- 
dition is so strong that it can afford to pay 
out the major portion of its surplus earnings 
in dividends. 

The company’s business is not subject to 
wide fluctuations as is the case with many 
industrials. In other words, a_ reasonable 
profit is made in bad times as well as in good 
times. This is an important point to consider 
from the point of view of the long time in- 
vestor, and is one reason why Western Union 
has generally commanded a higher price than 
other industrials paying the same dividends. 

The purchaser of Western Union at the 
present time who is looking for a good 
advance in the stock in the immediate future 
is likely to be disappointed. High grade stocks 
are selling as a class at bargain prices and 
are likely to remain low until the war is over. 
Western Union, therefore, while it can be re- 
garded as an excellent purchase for the in- 
vestor, does not appear to offer very at- 
tractive prospects for the speculator who is 
looking for quick profits. 














WAR’S EFFECT ON PRICES 


Figures compiled by the First National Bank of Boston indicating the general course of prices in the 
United States and Great Britain, and also those for special groups of commodities, since the beginning of 


the war, are as follows: 
UNITED STATES. 
(Dun’s Index Numbers.) 





Date. All Prices. Foods. 
i £2 Serre 119.70 61.75 
— 1, 1915.. -- 125.99 66.69 
June 1, 1916 «. 145.39 72.17 
May 1, 1917. -. 208.43 119.18 
June 1, 1917... coos SOO 120.78 
increase since 
July 1, 1914....... 77.5% 96.7 % 


GREAT BRITAIN. 
(Sauerbech’s Index Numbers.) 


Metals All Prices. Foods. Minerals. 
15.6 81.2 215.8 96.7 
16.14 106.4 303.9 126.6 
21.65 135.4 384.3 157.0 
28.44 173.0 484.5 172.0 
29.88 174.0 489.8 173.6 

90.0% 114.% 127.% 80.1% 


_ The comparison of wholesale and retail prices for both countries, presented below, shows that retail 
prices have risen more proportionately than the whol 


RETAIL 
a 


United States 


— 
United Kingdom 


WHOLESALE 
5 eee 


United States United Kingdom 


Dat (20 Foods). (31 Foods). (200 Commodities). (44 Commodities). 
july. Me eeetes snstecdeves 150 100 119.7 116.6 
SS —— ae 150 132 124.9 149.1 
ty «s6i0desackdene eee 170 161 145.1 191.1 
LS icawkssasoakarnons 250 192 176.2 230.5 
% increase over July, 1914... 66.6% 92% 48% 90% 
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Public Utility Notes 





Boston Edison—September. gross was 
$718,847, or 11.41% over the same month 
in 1916. There has been no discussion by 
directors of a change in the dividend rate, 
except a change upward. That has been 
considered, President Edgar stated at the 
annual meeting in response to questions 
from shareholders, but it was deemed wise 
owing to the war not to disturb the present 
$12 rate. Edison’s net earnings in relation 
to invested capital are not materially greater 
than they were in the 1911-1912-1913 years. 
Consequently the excess profits tax should 
be of modest proportions. 

B. R. T.—According to estimates, earned 
a little better than 234% on its stock during 
its September quarter. While this would be 
at the rate of 10% per annum the summer 
season is always the period of enlarged 
profits. Large interests feel that in an earn- 
ing sense it has turned the corner and that 
the 6% dividend on the $74,000,000 stock 
can be maintained. = 

Cities Service—The recent leasing by the 
Central Ohio group of subsidiaries of Cities 
Service, of a block of 160,000 acres, which 
is to be used in prospecting for natural gas, 
is regarded as an unusual accomplishment 
in well informed quarters. It is predicted 
that never again would a single. organiza- 
tion get such a solid block of property in 
Ohio. 

Consolidated Gas—It is authoritatively 
stated that with the progress of the 
hearing before the First District Public 
Service Commission on the proposed change 
in the gas standard from 22 candle-power 
to a British thermal unit standard, the fact 
had become clear that during the war pros- 
perity which swept over the United States 
since 1914, the gas business of the company 
has remained practically stationary. So also 
has the rate for gas remained unchanged at 
80 cents per 1, cubic feet. At the same 
time, the company has been forced to meet 
the increased cost of materials, labor, etc. 
Enforcement of operating economies has 
enabled it to show an improvement in net 
earnings. The cumulation of these increased 
costs will be felt in the current year, due to 
the increase of 2 cents a gallon in cost of 
water gas oil, of which the company uses 
about 120,000,000 gallons a year. The in- 
crease will add $2,400,000 to its costs in 1917. 
This is equivalent to $2.40 a share on the 
capital stock, there being approximately 
$100,000,000 outstanding. 

Interborough R. T.—Reports August net 
earnings (after taxes) were $1,227,124, 
against $1,282,420 for August, 1916. Pas- 
sengers carried during August show a 
heavy increase, being 55,889,662, against 52,- 
023,215 in August, 1916. 

Mass. Gas—Statement for the year ended 
June 30, 1917, shows earnings equivalent to 
$10.27 a share after pfd. dividends, com- 
pared with $6.64 a share the previous year. 


N. Y. Telephone—Sealed proposals are 
being received for sale of first and general 
mortgage sinking fund bonds of the com- 
pany at not exceeding par and interest in an 
amount sufficient to absorb $750,000 now in 
the sinking fund. 


Ohio Cities Gas—President stated recentl 
that there would be no reduction in the cas 
dividend rate of 20% and that the stock 
dividend of 5% would be declared at the 
next dividend meeting.. “Altogether,” he 
said, “outlook is favorable and certainly 
Ohio Cities Gas Co. is in a fine position both 
financially and in material ability to con- 
tinue expanding production and develop- 
ment.” 


Pacific Gas—Has filed with the California 
Railroad Commission an application for au- 
thority to increase its gas rates in all dis- 
tricts except San Francisco to equal an 
average raise of 12%4% over present rates. 
It specifically requested authority to manu- 
facture and sell gas of an average heating 
quality of 550 British thermal units a cubic 
foot, as compared with a present standard 
of 600. San Francisco was excepted from 
the application. The company in its appli- 
cation stated that if it be granted the in- 
crease, which will result in an average in- 
crease in revenue of approximately 12%4%, 
the net return, based upon its estimated 
revenue operating expenses and deprecia- 
tion, will be 6.7% on the capital invested. 


People’s Gas, Chicago—The following 
statement has been issued by the Board of 
Directors: “Directors voted to omit the 
quarterly dividend usually payable in No- 
vember. This action results from necessity 
of conserving resources for the purpose of 
erecting coal gas plant which, under terms 
of the new ordinance of the city of Chicago, 
must be started before Oct. 29, 1917. Com- 
pany has already begun construction. There 
has been an unprecedented increase in cost 
of all materials used. This condition, with 
reduction in rates, has brought earnings to 
a point where, in the judgment of the board, 
temporary suspension of dividend is neces- 
sary to conservative management.” 


Southern Cal. Edison—Reports August 
net earnings, after taxes, $363,693, compared 
with $420,358 for August, 1916. For the 
eight months of the current year the figures 
were $3,121,427, against $3,202,372 for the 
1916 period. 


Western Union—lIt is probable the year 
will show profits for the $99,786,000 stock of 
about $15 per share. The present earning 
power suggests the probability of an advance 
in the dividend rate. A feature of 1917 op- 
erations is the comparatively small amount 
of net which is being saved out of additional 
gross of about $11,000,000 yearly, or a 17% 
expansion. The new net does not promise 
to exceed $1,500,000 in 1917. 


(125) 














Public Utility Inquiries 





Amer. Tel. & Tel. and Gov’t. Ownership 

E. L. T., Oklahoma City, Okla—American 
Telephone & Telegraph may be recommended 
for purchase at the present time as an invest- 
ment, provided you are prepared to carry 
it through any further possible decline. This 
company should be a consistent 8 per cent. 
dividend payer in the future, as it has been 
in the past. The company has suffered from 
the high costs of labor, materials and equip- 
ment arising from war conditions, but not 
sufficiently to endanger the maintenance of 
its dividend. Moreover, present difficult, oper- 
ating conditions must be regarded as tempo- 
rary because , in all probability, they will not 
outlast he war. 

The only disturbing possibility in American 
Telephone & Telegraph’s 
rather fanciful one of Government ownership, 
or government supervision of operations, 
during the war. 





Cities Service and Its Oil Business 

D. A. C., Wilmington, Del.—Cities Service 
is a company which has enjoyed a sudden 
accession of prosperity in the last two years 
on account of its entrance into the oil busi- 
ness. The position of the common stock is 
very speculative, particularly at the moment 
because of the fear that excess profits taxa- 
tion and Government price fixation will result 
in a big curtailment of earnings available for 
dividends. Until these uncertainties are out 
of the way, we should advise that the common 
be left alone. 

The preferred stock is in a fairly well pro- 
tected position, and there is no reason to 
doubt the maintenance of dividends, although 
the issue is not seasoned, having suspended 
dividends at the- outbreak of the war. All 
back dividends have been paid up, and the 
outlook is that earnings will be ample to cover 
future dividends by a good margin. We can 
recommend a purchase of the stock as a busi- 
ness man’s investment, but will say that it 
should be watched carefully, for now that the 
company has entered a speculative industry 
like the oil industry, violent changes may take 
place in its earnings’ position. 





Attractive Public Utility Semi-Investment 

F. R. T., St. Louis, Mo.—United Light & 
Railways 6 per cent. preferred is speculative, 
but the position of this stock is not so un- 
certain as might be inferred from a mere con- 
sideration of the high yield basis on which 
it is selling. Dividends have been regularly 
paid on this first preferred stock since 1911, 
and the company’s earnings have held up 
somewhat better than those of the majority 
of public utility concerns in face of the enor- 


outlook is the’ 


mous advances in operating costs. This is per- 
haps best accounted for by the fact that the 
United Light & Railways Company and its 
subsidiaries have favorable long-term con- 
tracts for materials. These were entered into 
before the present high prices were reached. 
For instance, the company’s oil contract runs 
to January 1, 1918, and is at a price approx- 
imately 40 per cent. of the present cost. The 
company’s principal gas contract, negotiated 
in 1914 for a period of five years, is at a much 
lower rate than now prevailing. 

Latest earnings for the twelve months ended 
August 31, 1917, show a balance of 11.88 per 
cent. on the first preferred stock, as compared 
with 11.36 per cent. for the previous year. 
Such results as are now being shown would 
appear to fully justify the continuation of divi- 
dends on the first preferred stock. 





Republic Ry. & Light Pfd. Dividend Well 
Protected 

M. D., Los Angeles, Cal—Republic Rail- 
way & Light 6 per cent preferred is well 
protected in the matter of earnings and should 
be held, assuming, of course, that you are in 
a position to carry it through any further pos- 
sible decline. The company has recently filed 
a new schedule with its power customers, car- 
rying an increase of practically 20 per cent., 
based upon the present cost of coal. The 
ability thus to regulate its selling price in 
accordance with increased costs of raw ma- 
terials should mean that Republic will be able 
to continue favorable earnings results at least . 
in the lighting and power branches of its busi- 
ness. While net available for dividends so far 
this year is somewhat under last year’s results, 
the decline has not been sufficient to endanger 
dividends on the preferred stock. 





Outlook for People’s Gas 

T.D.W., Louisville, Ky—Peoples Gas down 
from a high of 106% recorded early in the 
present year, after having passed by stages 
through reduction of its dividend from 8% to 
4% and finally reaching the non-dividend 
class, would seem to have discontinued unfav- 
orable developments. In the heavy liquida- 
tion which has taken place in it recently, the 
stock has probably passed out of weak into 
strong hands, and regard must be had to the 
relatively strong position of the company, to 
the possibilities of growth in the community 
it serves, and finally to the thought that pres- 
ent adverse conditions of operations are not 
likely to outlast the war. We cannot de- 
termine at what price it would become a bar- 
gain for a long pull, but can say that it is 
worth watching carefully with a view to buy- 
ing when the trend turns upwards again, 
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BUCKEYE PIPE LINE’S RECOVERY 


How the Supreme Court Helped the Standard Oil—New 
Market Position of Pipe Line Securities—Their 
Thoroughly Liquidated Condition 





By LAWTON SHEPARD 





N June, 1914, the Supreme Court of 
the United States decreed interstate 
pipe lines to be common carriers, 
and a new set of conditions resulted 
which seriously affected the earnings 

of these companies. Net income shrunk 

heavily and all the Eastern companies of the 

Standard Oil group, with one exception, were 

compelled to cut their dividend rates. 

The litigation which was terminated by the 
decision of the Supreme Court, was caused 
largely by small producers in Oklahoma and 
Kansas, who felt that the big carriers, notably 
the Prairie company, were arbitrarily shutting 
a lot of independent oil out of the market. It 
yas the small producers’ contention that 
Standard Oil monopolized the oil trade 
mainly through its ownership of transporta- 
tion facilities. When the Supreme Court 
rendered its decision it was believed the mo- 
nopoly was crushed, as these lines henceforth 
were to be common carriers. 

Immediately after the Court’s decision it 
became necessary for the lines to make a 
competitive through rate on oil from the 
midcontinent field to Atlantic seaboard points, 
against the water rate from Gulf ports to 
the same points. A rate of 70 cents a barrel 
was named by the Prairie company, as com- 
pared with the previous rate of $1.25. The 
result was that all the Eastern carriers were 
forced to name lower rates, and in the next 
year or two they fared badly so far as earn- 
ings are concerned. 


Standard’s Position Unchanged 


Far from breaking control of Standard Oil 
over pipe line transportation, the Supreme 
Court’s decree apparently has had the re- 
verse effect. The low rates which became 
necessary made the business so unprofitable 
that no new capital has been attracted to pipe 
line development, and the old companies are 
alone in the field. 

The bitter agitation waged by the small 
independent producers in the midcontinent 
field prior to the Court’s decision appears to 
have been ill-advised from their point of view. 
The Cushing pool, the greatest pool of light 
grade oil ever uncovered in the world, was 
then flowing, and there was no market for 
this oil. 
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Standard Oil wished to conserve this great 
supply, and it did so to a large extent. As a 
matter of fact, Standard Oil’s handling of 
the enormous surplus of oil at that time was 
one of the greatest pieces of conservation 
ever accomplished in this country. It stored 
millions of barrels of oil, putting up great 
steel tanks with amazing rapidity. 

Those independents who insisted on market- 
ing in the depression in the oil industry in 
1914 and early in 1915, received not more than 
40 cents a barrel, the posted price, and in 
many cases greatly less than that. The oil to- 
day is officially quoted at $2 a barrel, and 
premiums of as high as 40 and 50 cents a 
barrel are being paid. 


BUCKEYE PIPE LINES EARNINGS 
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The Independents Lost. 

The small producers lost most. The 
Standard interests, with unlimited capital, took 
advantage of conditions, and showed the dif- 
ference between the Standard Oil way of 
handling affairs and other methods. This 
low-priced oil, which Standard then bought, 
developed into record earnings and extra divi- 
dends in 1916. 

How seriously earnings of the Eastern 
group of pipe line companies shrunk as a 
result of the lower rates is shown in Table 1. 


Buckeye’s Recovery 


The Buckeye Pipe Line Company, as the 
table shows, suffered along with the rest of 
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the Eastern group. But unlike some of the 
others, it had unfavorable local conditions to 
contend with in the shape of the exhaustion 
of the oil fields in Ohio, where the company 
operates, which decreased its gathering line 
revenue. 

Because of the unprecedented prosperity of 
the oil industry last year, the Buckeye com- 
pany made a nice recovery in earnings in 
1916, its net increasing to more than $2,000,000 
as compared with $1,520,000 in 1915. This in- 
crease was due largely to transportation of 
oil from the midcontinent field to seaboard re- 
fineries, and to the Imperial Oil Company’s 
plant in Canada. The Imperial Oil Company 
is the Canadian subsidiary of Standard Oil, 
the New Jersey company owning 80 per cent 
of Imperial’s stock. 

Dividend payments by Buckeye Pipe Line 
last year amounted to $1,600,000, com- 
pared with net of slightly in excess of $2,000,- 
000. If the Buckeye company continues to re- 








TABLE 1—NET EARNINGS OF PIPE 
LINE COMPANIES. 

1913 
Southern Pipe Line Co..$3,740,000 
000 


1915 
1,960,000 
1,520,000 

990,000 
340,000 

32,000 

1,200,000 
800,000 
420,000 
180,000 


Southwest Penn. 
Cumberland 
Indiana 

New York Transit 
Northern 

Crescent 





ceive oil from the midcontinent field for trans- 
portation to other lines for ultimate delivery 
at Standard’s refineries at seaboard points, or 
in Canada, in the same volume as last year, 
the present dividend rate seems safe enough. 
But the exhaustion of the oil fields in Ohio 
bears watching. 

The company’s earnings, rate earned on 
stock and dividends since dissolution of the 
parent Standard Oil Company of New Jersey 
in 1911 appear in Table 2. 

The company’s traffic is handled in two 
divisions, the Lima and Macksburg, the first 
named operating in the northern fields of 
Ohio, and the second named in the south- 
eastern fields of the same state. Traffic over 
its lines in the last four years is shown in 


Table 3. 
Covers the State of Ohio 

The Buckeye company operates an extensive 
system of pipe lines, covering all the fields 
in the State of Ohio. Its main trunk line is 
in the Lima field, and is 295 miles in length, 
consisting of double and triple loopings of 
5, 6 and 8 inch pipes. This trunk line division 
comprises more than 1,000 miles of pipe, and 
its gathering lines comprise an additional 1,000 
miles of pipe. 


Crude oil from the oil fields in Oklahoma 
and Kansas is delivered by the Indiana Pipe 
Line Company to the Buckeye lines, which 
deliver it to the Imperial Oil Company pipe 
line at Toledo, to the Standard Oil Company 
of Ohio’s refinery at Cleveland, or to the 


TABLE 2—BUCKEYE EARNINGS AND 
DIVIDENDS. 
Net Rate Divi- Divi- 
Profits Earned dends dends 
on Stock Paid 
% % 

1912.... $6,000,000 60 40 
1913.... 3,630,000 36 
1914.... 2,417,000 24 
1915.... 1,520,000 15 16 
1916.... 2,082,000 20 16 

















Northern Pipe Line at the Ohio-Pennsylvania 
border. 

Two eight-inch lines run from Whiting, 
Ind., to Lima, Ohio. They are jomed near 
the Ohio-Indiana state line by a six-inch line 
running eastward from Montpelier, Ind. At 
Lima these lines deliver oil to the Solar Re- 
fining Company, a Standard company. From 
there they run northward to Findlay and 
Cygnet, Ohio. At the last named place, 
which is south of Toledo, various collecting 
lines join the main system. The main pipe 
lines continue eastward from Cygnet to Bear 
Creek, Pa. A branch of this line, from Man- 

ao a 
TABLE 3—BUCKEYE’S TRAFFIC 

(In Barrels). 
LIMA DIVISION 

Run Other 

Receipts 














Deliveries 


2,283,000 18,230, 
2,114,000 22,929, 
MACKSBURG DIVISION 


3,265,000 
3.218,000 








tua, Ohio, delivers oil to the Cleveland refin- 
eries. 

On its record of last year Buckeye earned 
a comfortable margin over dividend payments. 
Earnings were at the rate of more than 20 
per cent, compared with 15 per cent in the 
preceding year. The cash position of the com- 
pany improved and net cash assets at the 
close of the year amounted to close to $42 a 
share. Net assets were $19,430,000. 


Outlook 
Buckeye’s come-back, along with the rest 


of the Eastern carriers, in 1916, is the most 
encouraging development in the pipe line situa- 
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tion since the Supreme Court decision of 
1914. The liquidation of pipe line securities 
and the market readjustment of prices to con- 
form to the reduction in dividend rates in 
1915, left these securities in a new market 
position—a more favorable one from the 
point of view of investment than had pre- 
vailed for years. 

If increased costs of railroad operation war- 
rant higher rates, then, it is argued by pipe 
line security holders, that inasmuch as costs 
of pipe line transportation also have increased, 
rates for the carrying of oil should be re- 
vised upward. Pipe line carriers of oil from 
the midcontinent field to the Atlantic sea- 
board have to meet competition of the water 
route from Gulf Coast ports, but the new 
shipping conditions as a result of the war 
with their greatly increased rates over those 
that prevailed in 1914, would appear to give 
the pipe line companies considerable ground 
for readjustment. In other words, if the 


Prairie company now was first naming a 
transcontinental rate from the Oklahoma- 
Kansas fields, it would not have to make as 
low a rate as 70 cents a barrel to meet the 
water competition. From the midcontinent 
field to the Bayonne or to other Atlantic 
ports is a distance of about 1,200 miles. It 
would be hard to get cheaper transportation 
than this. 

Plainly, conditions which made this rate 
necessary in 1914 no longer exist, and the new 
state of affairs in the business world requires 
increased rates for pipe lines. 

Regardless of future developments along 
this line pipe line securities in general and 
Buckeye’s in particular now are in what ap- 
pears to be a thoroughly liquidated condi- 
tion. The.shock of the last few years has been 
weathered and investment can be made in 
them with more confidence than at any time 
since dissolution of the New Jersey company 
in 1911. 
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Oil Notes 





Cities Service—Subsidiaries now have 2,- 
200,000 barrels of oil in storage and total 
tankage capacity of 3,400,000 barrels. 


Cosden—Reports for the first half of 1917 
net earnings $5,372,398, after deduction of ex- 
penses, but not taking into account possible 
war taxes. Interest on bonds for the period 
was $346,353, leaving a surplus for the half 
year of $5,026,044. 

Elk Basin—Has brought in a well flowing 
400 barrels of oil a day, in the Elk Basin 
field in Wyoming. Earnings are said to be 
running in excess of $500,000 a year. 

Empire Gas—This subsidiary of Cities 
Service has brought in another 20,000-barrel 
well in the El Dorado district. 


Grass Creek—The extra dividend of $7 is 
in addition to the regular quarterly $3 per 
share. 

Gulf Oil—U. S. Circuit Court of Appeals 
has rendered a decision in favor of the Gov- 
ernment, reversing the decision of the lower 
court in Gulf Oil Corp. of Pittsburgh vs. 
the Collector of Internal Revenue. The com- 
pany contended that dividends declared by 
its subsidiaries prior to the income tax law 
of 1913, not paid until 1914, were not: sub- 
ject to tax because the parent company had 
acquired an accrued interest in the dividends 
prior to the enforcement of the act. 


Indian Refining—Has sufficient cash to 
pay its outstanding bonds and notes, it is 
reliably stated. Question of dividends on 
common will be considered at director 
meeting November. 


International Petroleum—Reports for year 
ended Dec. 31, 1916, net earnings $905,614, 
or 13% of the common. The balance to 
profit and loss was $905,614; ‘the undivided 
profits at the end of 1915 being $395,482. 


Island Oil & Transport—Bankers are of- 
fering at a price said to be 99 and interest 
new issue of $1,000,000 first lien collateral 
ig? gy notes, dated Sept. 1, 1917, due Sept. 
1, . 


Merritt—Has brought in a new well on 
section 8 in the Big Muddy field, good for 
about 1,000 barrels a day. 


Mexican Petroleum—lIs credited with 25% 
earnings on the common. 


Penn. Gasoline—Stockholders have au- 
thorized an increase in the capital stock 
from $1,500,000 to $2,000,000, consisting of 
1,500,000 common (par $1) and 50,000 shares 
— and participating pfd. (par 


Sinclair—Albert Strauss, of J. & W. Selig- 
man & Co., has resigned as a director to 
serve the U. S. Government. Wm. P. Phil- 
lips, of the same firm, was elected as his 
successor. 

Standard Oil, N. J.—Announces that it 
will again increase the pay of its refinery 
employes 10%, except those on salary, ef- 
fective Oct. 15, 1917. This is the fifth flat 
increase made since July 31, 1915. With 
increase in pay just made, with an eight- 
hour day, the wage bill has increased 94% 
in two years, 


Standard Oil, N. Y.—Litigation to recover 
a franchise tax of $60,000 imposed by the 
N. Y. State Tax Commission, on the ground 
that it was exempt because it had more than 
30% of its capital stock invested in the State, 
has failed. The corporation, the opinion 
stated, has an authorized capital stock of 
$75,000,000, all of which is outstanding. 
Company recently submitted a report to 
shareholders, showing earnings for 1916, 
after deducting expenses, $36,638,494. Divi- 
dends. of $6,000,000 were paid and-the. sur- 
plus, as of Dec. 31, was $68,635,573. Such 
a statement, if duplicated in 1917, should 
mean increased dividends or a special dis- 
tribution. , 


Texas Co.—Net earnings for the three 
months of July, August and September are 
reliably reported to be larger than ever be- 
fore in the history of the company. After 
allowing for war taxes,‘earnings at present 
rate should show as large a percentage in 
1918 on the increased stock as for the year 
ended June 30, 1917, when more thafi $35 a 
share 6n the $55,500,000 stock then out- 
standing was earned. 


Union Oil—Announces profits frém op- 
erating, less expenses, for 9.months énded 
Sept. 30, as $9,050,000. Depreciation written 
off $2,250,000, leaves a profit of $6,800,000, sub- 
ject to war taxes. The net profits will ex- 
ceed the result for the same period in 1916, 
when all taxes are paid. Production of 
crude oil aggregates 5,450,000 net barrels. 
This, with purchase and deliveries, approxi- 
mates 15,000,000 net barrels, or 22% of the 
68,500,000 net barrels of marketable oil pro- 
duced in California during the 9 months. 

United Fuel—Is experiencing increase in 
demand for natural gas from the various 
territories which it serves. 

Vacuum Oil—The Australian subsidiary 
has made arrangements for the examination 
of certain tracts in Australia in which oil 
is expected to be discovered. The company 
has an agreement with the land owners to 
spend an amount up to $486,650 in boring 
and prospecting. 




















Oil Inquiries 





Anglo-American Oil May Be Handicapped 
After the War 


A. R. G., Newark, N. J.—Anglo-American 
Oil is restricted in its operations to the Brit- 
ish Isles. Before the war started it was ob- 
taining business from markets in Continental 
Europe, but under war conditions these mar- 
kets are not open to it, and it is quite possible 
that-the company will not recover its former 
status in such markets for some time after 
the war is over. Furthermore, the aftermath 
of the war is likely to be reflected in a con- 
traction of its purely domestic business. On 
the whole, we are not very favorably im- 
pressed with the immediate future prospects 
of the stock from an investment standpoint, 
and recommend that you sell what you have. 

This company makes public its earnings at 
irregular intervals. No data is available as 
to current ‘results. It paid dividends of 20 
per cent. in 1912, 25 per cent in 1913, 20 per 
cent. in 1914, 20 per cent. in 1915, and 20 per 
cent.-in 1916. 





Chesebrough’s Increased Business 


J. G. R. Montclair, N. J.—Chesebrough 
Manufacturing has declined from a high of 
460 this year. It pays dividends of 14 per 
. cent per annum, including extras. This com- 
pany is capitalized for only $1,500,000. It 
does not make its statements public. As it 
has distributed only $1,000,000 in stock divi- 
dends in forty-six years, it is believed that 
the surplus compares favorably with that of 
other Standard Oil subsidiaries. Chesebrough 
Manufacturing Co.’s main product, “vaseline,” 
is known everywhere, and the company is the 
sole producer of this famous prodiict, which 
is its chief source of income. The company’s 
business has expanded tremendously in the 
last few years. We regard the stock favorably 
as a long-pull speculative investment. 


Standard Oil Investment Opportunity 


S. O. M., Boston, Mass.—Galena Signal 
manufactures: lubricating oil, in which it ranks 
foremost in this country. The company sup- 
plies 90 per cent. of the railroads with lubri- 
cants and signal oil, and has developed a pros- 
perous business in South America. The great 
growth of the auto industry, with its demand 
for special lubricants, has developed a new 
source of profit. The stock of this company 
sold up to $206 in 1916. We recommend it 
for a long pull. 





Ohio Oil’s Position on Surplus Distribution 


E. L. J., Nashville, Tenn —Ohio Oil may 
be induced to make a distribution of its sur- 
plus to stockholders, because of the Govern- 
ment tax’ on undistributed corporation sur- 
pluses. But that is a difficult matter to judge. 
If the company merely paid a stock dividend 
out of surplus, stockholders, at least those 
stockholders who have to pay income tax, 
would have .to pay the piper anyway, so 
that it would be almost a case of six of one 
and a half a dozen of the other. We regard 
the stock as selling at a fairly liberal valu- 
ation, and do not recommend its purchase. 





Unattractive Oil Speculation 


M. S. N., Norfolk, Va—Barnett Oil & 
Gas recently acquired some additional hold- 
ings in the Irvine, Kentucky field, which it 
was stated the company intended to go ahead 
and develop. A refinery was also purchased 
at Chicago, and this, including some other 
acquisitions, was made the basis of a stock- 
selling advertising campaign. The company 
has never issued a clear statement of its actual 
financial condition and earnings. While the 
stock may have speculative possibilities, it is 
not the kind we can recommend either for 
speculation or investment. 








SUGGESTIONS IN REGARD TO 


INQUIRIES 


The very heavy volume of inquiries which this publication is now receiving makes it nec- 





essary to ask our subscribers to co-operate with us in order that we may maintain and improve 
the high quality of service which the Investors’ Personal Service Department renders to our read- 
ers. We refore suggest that: 

(1) Not more than two or three inquiries be submitted at one time. Occasionally a sub- 
scriber sends in a long list of securities asking for an opinion on each. The careful manner in 
which the Investors’ Personal Service Department handles its inquiries makes it impossible to 
give such inquiries the immediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear the writer's name 
and address. , . 

(3) Enclose stamp or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our readers and 
those inquiries which conform with them will receive first attention. 

When a reader wishes a special investigation or a special analysis of a security or a subject 
we shall be pleased to submit an estimate of the charge for such work. 
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Mining Notes 





Anglo-American—An intimate identifica- 
tion of American capital with the Rand gold 
areas is the formation of the Anglo-Amer- 
ican Corp. of South Africa, Ltd. with an 
initial capitalization of £1,000,000. This is 
likely to be increased by £2,000,000. The 
new enterprise includes in its directorate 
Charles H. Sabin, William B. Thompson 
and William L. Honnold, of New York, and 
South African capitalists. Large interests 
in operating mines of the Mines Selection 
group have been acquired and the company 
will probably take a leading part in future 
financial activities of South Africa. 


Ahmeek — Reports September produc- 
tion as 2,163,635 lbs. against 2,329,030 in 
August. 


Alaska Gold—Milled in September 177,- 
828 tons, averaging $1,064; per cent. of ex- 
traction 80.64; loss in tailings 20.6 cents per 
ton. 


Allouez — Reports September production 
706,217 Ibs., against 651,499 in August. 


American Zinc—After negotiations a set- 
tlement has been reached with Minerals 
Separation, whereby all matters in dispute 
had been amicably adjusted on fair and sat- 
isfactory terms. For past infringements 
American Zinc pays during the os 12 
months $250,000; $50,000 cash, and $100,000 
each in six months and 12 months, respec- 
tively, and becomes a licensee of Minerals 
Separation on royalty basis. Director D. 
C. Jackling, not in sympathy with the settle- 
ment and who fought the Minerals Separa- 
tion Co. vigorously in courts, has resigned 
from the directorate of the American Zinc. 


Anaconda—Five mines have been closed 
down since resumption of work, owing to 
shortage of men. The mines in operation 
are running with 70% of normal workin 
force. Fifteen shafts are hoisting ore wit 
full crews where the ore bodies are largest. 
Daily production is around 10,000 tons. Pro- 
duction of zinc ore has been cut to 600 tons 
daily. 

Braden — Reports September production 
5,348,000 Ibs., against 4,512,000 Ibs. in August. 


Butte C & Zinc—Reported that a 
zine ore shoot apparently the same as that 
on the 800-level was picked up Oct. 9 on 
7 1,000-foot level carrying a good grade 
of zinc. 


Butte & Superior—Is relieved of the ne- 
cessity of filing a $2,500,000 appeal bond in 
connection with the recent Minerals Separa- 
tion suit. In other respects the injunction 
stands as decreed. 


Calumet & Arizona—Announces Septem- 
ber production 5,250,000 Ibs., against 4,296,- 
000 in the preceding month. John C. Green- 


way has resigned as manager to enter 
United States reserve officers’ staff. 


Calumet & Hecla—Daily output of rock 
has increased from 8,000 to 9,000 tons. This 
company does not appear to have trouble 
in securing plenty of miners. Reports Sep- 
tember production as 5,706,400 Ibs., against 
6,336,986 in August. 


Canada Copper—A $2,500,000 bond issue 
for development of the properties at Cop- 
per Mountain and Similkameen had been 
placed on a basis of fifty-fifty with two 
large New York firms. No name was men- 
tioned. It is said there are 10,000,000 tons 
in sight. 

Chino—Is likely to feel the effect of price 
fixing and taxation. With 875,000 shares, 
a cost of 10c., production 80,000,000 Ibs. and 
“life” of 28 years, its “invested capital” is 
assumed to be its total resources, less cur- 
rent indebtedness, or $21,500,000. Applying 
the graduated tax levies, a total tax of $4,- 
619,000 is secured, or 38% of net profits, 
equal to $5.30 ¢ share. Assuming net 
profits in 1917 $14 per share, there remains 
sone balance of $8.70 against dividends 
° ! 


Con. Coppermines—Is reported on an 
operating basis and making profits for the 
first time. Its refined copper is sold through 
the agency of Anaconda, and with a fixed 
price of 23%c., the company should make a 
fair showing. 


Consolidated Mining & Smelting—Can- 
ada’s first and only copper refinery, owned 
and operated by this company, furnished 
nearly 6,000,000 Ibs. of refined copper to 
the northern continent during the first eight 
months of 1917. The Canadian Pacific, 
through stock ownership, this 
company. 


Copper- Range— Mines (3) continue to 
produce close to normal rates, the daily 
tonnage running 3,600. 


Dome Mines—At quarterly meeting de- 
cided it was not justified, under existing 
labor conditions, to avail itself of option to 
purchase the Dome Extension. Mines and 
mill are working at less than half capacity, 
due to lack of labor. Although in six 
months Dome Mines’ net was $164,863, net 
for September alone was $35,000. Cash on 
hand is $408,000; cash invested in cyanide, 
coal, steel and powder is $315,000. 

East Butte—Reports September produc- 
tion 2,203,300 Ibs., compared with 1,676,360 
in August. 

Granby—An important feature of the re- 
port for the year ended June 30, 1917, was 
an increase of $1,518,926 in net current as- 
sets, bringing working capital up to $205,257. 
Mining profits*were $5,349,331, an increase 
of $1,241,710 over 1916. Production of oom. 
per was 37,676,368 Ibs., against 42,198; 
Ibs. for 1916. Price realized for copper aver- 
aged 27.4 cents, against 22.04 for the preced- 
ing 12 months. ; 


dominates 
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Greene-Cananea—Situation in Mexico is 
practically unchanged, although officials say 
that overtures might emanate from Mexican 
authorities looking to a resumption of opera- 
tions. Property has been idle four months. 
Production in 1917 will fall below output of 
1916, when 62,250,067 Ibs. were produced. 
Output in the first six months of 1917 was 
28,610,000 lbs. of copper. Assuming opera- 
tions will be resumed in October, mine out- 
put for the rest of the year might approxi- 
mate 12,000,000 Ibs. This would total 40,- 
610,000 Ibs., or 21,000,000 Ibs. under the 
1916 production. Greene has a strong treas- 
ury position, which would enable the board 
to maintain dividends of $2 quarterly, the 
only question being the advisability of such 
a course. As it will doubtless be the policy 
of a number of copper companies to cut 
dividends to prepare for large tax payments, 
the management may reduce the rate late 
in October and keep the company in a 
strong financial position. 


Inspiration — Production in September 
2,250, lbs., about 20% of normal, was 
8,950,000 Ibs. under June and 9,600,000 under 
September, 1916, when output reached 11,- 
850,000 Ibs., the highest in the history of 
the company. In the first six months 
of 1917 Inspiration turned out 67,460,000 
Ibs. compared with 53,839,263 Ibs. in 
the corresponding period of 1916. This 
falling off was due to labor troubles in July 
and August. September production of 2,250,- 
000 Ibs. compares with 11,850,000 Ibs. in Sep- 
tember, 1916. The mines were closed on 
account of labor troubles during July and 
August. 


Isle Royale—Announces September pro- 
duction as 1,092,197 Ibs., against 1,061,547 
Ibs. in August. The quarterly dividend of 
$1, payable Oct. 31, is a reduction from the 
former rate of $1.50. This Calumet & Hecla 
subsidiary is attracting favorable attention. 
Isle Royale’s output of copper now is four 
times what it was less than four years pre- 
viously. 


Kennecott—Has reduced its outstanding 
note issue about 50%, or to $8,000,000, by 
anticipating payment. On its entire Uta 
Copper investment exceeding 600,000 shares, 
in connection with which the notes were 
issued, Kennecott has a paper loss of about 
$3,400,000, figuring Utah at $85 per share. 
The management has done nothing offi- 
cially regarding dividend due in December, 
but it is thought that it will be lowered from 
$6 to $4 a year. September production is 
announced as 7,100,000 Ibs., compared with 
7,048,000 the previous month and 8,000,000 Ibs. 
in September, 1916. 


Kerr Lake—Reports September produc- 
tion 210,388 ounces, against 200,855 in Au- 
gust, 189,392 in July, 251,367 in June, and 
an average of 216,102 ounces for the 12 
months ended Sept. 30. Stockholders are 
asked to assent to dissolution of company 





and formation of a new company under 
laws of Canada. Stockholders receive share 
for share in the new corporation. 


Mass Consolidated—The 1916 production 
amounted to 4,752,588 Ibs. at a cost of 15 
cents per lb. The price received was 26 
cents, which, after providing for dividends 
of $2 on the 97,317 shares, left a balance of 
$213,361. In 1917 the situation is likely to 
be reversed. Under the Government price 
of 23% cents and with rising costs of labor, 
production is estimated around 4,000,000 Ibs., 
with a net cost of 21 cents. 


Nipissing—In September mined ore of an 
estimated value of $349,258, which consti- 
tutes a new high record for 1917. Shipments 
from Nipissing and customs ore amounted 
to a net value of $346,948. Following is the 

roduction for September: Washing plant, 
195,479; low-grade mill, $153,779; total, 
$349,258. During nine months to Sept. 30 
produced silver of estimated net value $2,- 
406,541. Everything is favorable for a con- 
tinuance of this record output. 


Old Dominion—Reports September pro- 
duction as 1,270,000 Ibs., compared with 
875,000 in August, 3,965,000 in June and 4,- 
430,000 in May. The mine was closed in 
July through labor troubles. 


Osceolaw—September production was 1,- 
081,698 Ibs., compared with 1,119,538 in Au- 
gust. 


Shattuck Arizona—September production 
of 711,924 Ibs. compares with 644,677 the pre- 
ceding month. Lead production totaled 41,- 
362 Ibs.; silver, 3,631 ounces and gold, 84.76 
ounces. In August lead totaled 42,997 Ibs.; 
silver, 8,277 ounces, and gold 78 ounces. 


Tennessee C. & C.—Total ore reserves 
were recently estimated at 3,372,305 tons, 
exclusive of the Eureka reserves. 

Tonopah Belmont—Has acquired control 
of the Alta, St. Louis and Palmyra mines 
near Telluride, Col., and is erecting a mill, 
embracing the Jones-Belmont flotation 
process for treatment of the ore. The prod- 
uct carries gold, silver, copper and lead, and 
an enormous tonnage of profitable ore is 
stated to be exposed. This deal gives the 
company three producing mines in addition 
to its Belmont group. 


Tonopah Extension.—Can earn, it is esti- 
mated, about 40 cent¢ a share with silver at 
90 cents and producing 120,000 ounces a 
month, Mr. Schwab, recently elected to the 
board, has always been identified with the 
company, through his brother-in-law, Pres. 
Ward. Schwab money came to the rescue 
in 1911, when the present mill was financed 
and the old Extension resuscitated from a 
derelict to success. The company has some 
ambitious expansion plans aimed to make it 
the kingpin of Tonopah. Possibly Schwab’s 
ques applied directly may help it now, as 
then. 











Mining Inquiries 





Butte & Superior’s Dividends Cut Off 


M. D. K., Hawaiian Islands—Butte & Su- 
perior, in selling at the present low figure, 
is probably discounting the change in its situa- 
tion, not only the adverse decision granted 
against it at the instance of the Minerals 
Separation Company, but also other unfavor- 
able factors in the way of price-fixing, excess 
profits taxation, lower prices, etc. 

The company will, of course, be unable to 
maintain its dividends under the decision of 
the Court, and although the Minerals Separa- 
tion Company has agreed not to interfere with 
mining operations of the company during the 
war, in order not to curtail output of metal 
which may be required for war purposes, 
Butte & Superior has had to give a heavy 
bond and has agreed to pay the earnings of 
ore sales into Court. The stock may have a 
rally slightly above the present level, but we 
see nothing to influence substantially higher 
prices. 

In view of the foregoing and the fact that 
the ore market is at present in an unfavor- 
able position, we advise you not to risk buying 
Butte & Superior. 


Caledonia a Liquidating Mine 


H. S. T., Toronto, Canada—Caledonia 
is rapidly paying out its surplus in dividends, 
and this stock must be regarded as a 
liquidating proposition. The mine is ex- 
hausted and the management has not been able 
to prove up ore bodies below the Keating 
Tunnel, where they faulted last year. The 
management of Caledonia is honest and has 
not hesitated to keep stockholders fully in- 
formed of the position from time to time. 
Owing to the very speculative chance of the 
company picking up this ore body, and the 
unlikelihood of dividends being continued for 
any considerable time, we regard Caledonia as 
unattractive. 


Important Factors in the Copper Situation 


Cc. W. P., Huntington, W. Va—Two im- 
portant new factors have recently been in- 
jected into the copper situation which will, 
in the future, have an jmportant bearing upon 
the earnings results of the group of copper 
stocks. One of these factors, that of price 
regulation by the Government on a basis of 
23%4c. per pound, would not alone have been 
of serious consequence. The Government 
price basis compares with an average selling 
price in 1916, for such mines in Anaconda, 
Utah, Kennecott, Inspiration, Chino and Ray, 
ranging from low of 25.25c. per pound to a 
high of 26.72c. per pound, the latter in the 
case of Ray. The established copper compa- 
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nies generally would not have found it diffi- 
cult to maintain present dividends with cop- 
per on a uniform selling basis of 23%4c. 

Consideration of the second factor, excess 
profits taxation, shows that it cannot be so 
lightly passed over. Because of this burden it 
would appear that, with few exceptions, can 
the present dividends of the copper companies 
be regarded as reasonably secure. There has, 
moreover, been a considerable increase in cost 
of production due to higher prices for all 
sorts of materials and equipment, etc., as 
well as higher wage scales. In view of all 
these things, it will be seen that the copper 
stocks are at present in a very uncertain posi- 
tion, and that the outlook for them will not 
be clearly defined until something more is 
known about he workings of the new excess 
profits tax and the Government’s price-fixing 
plan. It is understood that the Government 
will, should future conditions. warrant the 
change, provide for a higher maximum price 
level. 


Anaconda’s Better Outlook. 


O. R., New Orleans, La.—Anaconda has de- 
clined, not only because of the outlook for 
decreased earnings but also because its profits 
have been seriously curtailed by the steadily 
mounting production costs and because of a 
contraction of output due to strikes and in- 
ability to obtain sufficient labor. However, 
Anaconda is an exceedingly strong company, 
and produces copper at a relatively low cost. 
It can continue to make large profits on 23%4c. 
copper, the government’s price. The company 
is also a large silver producer, and should 
benefit extensively from present higher prices 
for this metal. The present price of the stock 
discounts a great many unfavorable develop- 
ments and the wisdom of your selling it now 
at a heavy loss is open to question. If you 
are willing to tie up your money in the stock, 
you would do well to protect it with a larger 
margin and keep it in the expectation that 
eventually you will be able to get out to con- 
siderably better advantage than you now could. 


An Attractive Gold Mining Stock. 


P. H. D., Fargo, N. D.—Cresson Consoli- 
dated Gold has been a profitable producer since 
1912, and has been paying dividends, the cur- 
rent rate being 10c a share monthly and ex- 
tras, the last extra having been 15c. paid in 
December. The company has a large cash re- 
serve, and claims, over $4,000, profit in sight 
from ore blocked out. Recent developments 
have been quite favorable, it being reported 
that highly satisfactory progress is being made 
in new development work in the mine, and it 
looks as if this would result in the uncovering 
of new ore bodies which would add materially 
to the value of the stock. We regard it as quite 
an attractive speculative, mining investment. 
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American Brass-—Its War Profits 


Earnings Piled Up Through War Demand—Great Ex- 
pansion of Industry—Its Present Status and Outlook 
Under the New Conditions Prevailing 





By CHESTER C. JOHNSTON 





WNING a brass mill or, better still, 
a group of brass mills in war times 
is better than owning a gold mine 
and almost as satisfactory as own- 
ing a munition plant. The writer 

recalls, but a few years ago, when gloom 

thick and cerulean pervaded the Connecticut 
hills and the Naugatuck Valley, the home 
of the brass industry of this country. Mills 





were closing or running on part time, brass_ 


was a drug on the market, for the industry 
was in one of those periods which corre- 
spond to the “pauper” age of steel. 


War Changes the Situation 


The advent of war changed the entire 
heavens of the brass world. Brass is one 
of the indispensables in the manufacture of 
munitions and an article for which not even 
the genius of the Germans has been able 
to invent a satisfactory substitute. It would 
seem offhand that it would be compara- 
tively easy tq substitute a cheaper metal for 
the “jackets” which are a component part of 
cartridges and shells. But such is not the 
case. A bullet requires a metal casing of 
sufficient firmness so that it cannot be easily 
bent and yet of a malleability sufficient to 
prevent it from cracking or breaking and 
thus putting the weapon from which it is 
fired out of commission. Brass is the metal 
which best fits these requirements and hence 
it is an exceedingly important element in 
munition manufacture. In additlon to the 
tremendous war demand there was an ex- 
ceedingly good normal demand for brass 
so that the brass industry in general and 
the American Brass Co. in particular flour- 
ished exceedingly. 


Charles F. Brooker 

When you speak of the American Brass 
Co. you are in effect speaking of Charles 
F. Brooker, for he is the American Brass 
Co. Just what Mr. Schwab is to the steel 
industry, or Mr. Ryan is to the copper in- 
dustry, so Mr. Brooker .is to the brass busi- 
ness. Except that somehow Mr. Brooker 
has managed to escape a good deal of the 


white light of publicity which usually beats 
about the more or less uneasy sitters on 
the high corporate thrones. A millionaire 
many times over, prominent in political and 
charitable work and the director in many 
corporations, one sees his name often 
enough in the public prints, but usually in 
connection with something outside of his 
business affairs. One reason, perhaps, is 
that Mr. Brooker is not given to garrulous- 
ness, to put it mildly. He has breathed the 
repressive airs of New England so long 
that he has come to regard public utterances 
on business matters as a sort of economic 
heresy. The photograph, which accom- 
panies this article and which by the way 
is an extremely good likeness of the presi- 
dent of the American Brass Co., reveals at 
the same time the dominating force and 
personality and the Calvinistic repressive- 
ness of the man. The writer once called 
upon Mr. Brooker several years ago in 
hopes of getting an expression of opinion 
on the outlook for the brass trade. I 
recall that I was very well received, but 
the real information I hoped to obtain and 
the expert opinion I hoped to hear could be 
well summed up in its entirety by the word 
“zero.” That was some time ago—perhaps 
he has changed since then. 


Present Organization 


The American Brass Co. was incorporated 
in February, 1893, under the laws of Con- 
necticut to deal in brass, copper, etc. The 
new organization was a merger of the 
Ansonia Brass & Copper Co., of Ansonia, 
Conn., which is fhe backbone of the pres- 
ent company; the Benedict & Burnham 
Manufacturing Co., of Waterbury, Conn.; 
the Coe Brass Manufacturing Co., of Tor- 
rington and Ansonia, Conn., and the Water- 
bury Brass Co., of Waterbury, Conn. Through 
these subsidiary companies are controlled the 
Chicago Brass Co., Kenosha, Wis.; Water- 
bury Brass Goods Corporation, Waterbury, 
Conn., and the Ansonia Land & Water Power 
Co., of Ansonia, Conn. 
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On January 1, 1912, the holding.company 
tvuok over the assets of its subsidiary com- 
panies and the latter ceased to exist except 
as branches of the American Brass Co. 

The company has an authorized issue of 
$20,000,000 stock, one class, par value $100. 
In May, of 1907, the outstanding stock was 
increased by $2,500,000 through the pay- 
ment of a 20 per cent. stock dividend, which 
brought the total outstanding up to $15,000,- 
000, where it now is. There are no bonds 
or other funded indebtedness. The Amer- 
ican Brass Co. is distinctly a New Eng- 
land corporation. Its stock has never been 
brought to Wall Street, nor is it listed on 
any exchange. Its officers and directors are 
men who have grown 


the shape of profits is shown in the second 
column of Table 1. From less than 10 per cent 
in 1914, earnings jumped to nearly 41 per cent 
in 1915 and took another perpendicular leap to 
73 per cent, in round figures, for 1916. In less 
than two years the company had more than 
oa the entire par value of its outstanding 
stock. 


Conservative Dividend Policy 


The conservativeness of the management is 
nowhere better shown than in the company’s 
dividend policy. From the start, distributions 
have been safely within earnings and even the 
giamour of war profits did not cause a change. 

The safe and sane 





up in the brass busi- 
ness and whose 
names are not gen- 
erally included in the 
list of high financiers. 
Like the original 
New England invest- 
ors in the Michigan 
copper companies, 
the American Brass 
interests have held on 
to their property and, 
like those same cop- 
per investors, they 
have had no occasion 
to regret their tenac- 
ity. Quite the con- 
trary. 

During the three 
years preceding the 
war it will be seen by 
reference to Table 1 
that the earnings of 
American Brass were 
on a descending scale, 
dropping from 15.1 
per cent on the stock 
in 1912, to 12.7 per 
cent in 1913 and 9.6 
per cent in 1914, 
Then came the golden 


CHARLES F. BROOKER, 
Who is the dominating figure in the brass 
industry of the country. 


policy of keeping the 
regular dividend rate 
where it can be main- 
tained in bad as well 
as good times has 
been continued. 
Where .earnings and 
finances permitted 
larger distributions 
they have been made 
in the form of extra 
dividends, either cash 
or stock. Thus from 
organization until 
1911, 5 per cent was 
paid annually on the 
stock, which allowed 
the accumulation of a 
comfortable surplus. 
During that period, 
the following extra 
dividends were de- 
clared; 1% per cent 
in 1906 and 1907, a 
20 per cent stock divi- 
dend in 1907, 4% per 
cent in 1908 and 1 per 
cent in 1909, 1910, 
1911, and 1913. Dur- 
ing 1914 the extra of 
1 per cent was omit- 








flood. Brass was in 

tremendous and instantaneous demand—it was 
not a question of price, but merely of quantity 
and delivery. American Brass, being the larg- 
est producer in this country, was naturally the 
one to get the first call on the business that 
was being handed around on silver platters. 
The company’s brass mills took on thousands 
of extra laborers, working them in three shifts, 
twenty-four hours a day. The hills bordering 
the Naugatuck valley were darkened by smoke 
clouds during the day and illuminated by 


lights at night. 
Just how this war business worked out in 


ted, but in 1915 an 
extra of 7 per cent was declared, and last year 
the regular and extra totaled 25 per cent on 
the company’s stock. This year to date, in 
addition to regular quarterly dividends of 1% 
per cent, the company has declared three extra 
dividends of 11 per cent, and one, the last, of 
4% per cent, brings the year’s dividend to- 
tals to the comfortable figure of 4334 per cent. 


A Strong Balance Sheet 


That the war-time dividends have by no 
manner or means been up to war-time earn- 
ings is well illustrated by Table 2, showing the 
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balance sheet changes in the last year. It will 


be noted that while property accdunt has- 


shown but little increase, the important assets 
of cash and receivables exhibit a startling 
gain, and surplus in 1916 increased about 
seven and a quarter millions, notwithstanding 
that $2,000,000 was set aside as a reserve. A 


seems obvious that there will continue to be 
a very great war demand. But selling to 
belligerents and selling to Uncle Sam are two 
wholly separate propositions and what with 
price fixing and excess-profits taxes, it would 
hardly be reasonable to expect the company to 
earn profits proportionate to those of the times 














TABLE I 
AMERICAN BRASS—EARNINGS. 
% on Year’ T 
NetIncrease Stock Dividends dunptne Rane 
ak cecctccdeseovesenes $2,274,738 15.1 $1,050,000 $1,224,738 $7,181,599 
isekscaccoussevedeceen 1,917,605 12.7 1,050,000 867,605 8,049,204 
WO Roccccncenscccssencete 1,450,347 9.6 900,000 550,347 8,599,552 
| Ee eer 6,128,454 40.8 1,950,000 4,178,454 12,778,005 
WG cc ccccsccccccceteceses 10,991,669 73.2 3,750,000 7,241.669 20,019,675 








comparison of the 1916 balance sheet with 
that of 1914 would be even more striking, for 
it would show that total assets during that 
time increased approximately $14,000,000, al- 
though, in round figures, $3,600,000 was written 
off for depreciation and $6,000,000 set aside in 
the reserve fund, the last two items together 
being equivalent to 65 per cent on the par 
value of the outstanding capital stock. During 
the three year period, quick assets increased 
nearly $14,000,000, and surplus increased ap- 
proximately $11,500,000. 


when the world was.the market and the sky 
the limit of prices. American Brass will doubt- 
less show very Satisfactory balances after all 
deductions as long as the war lasts, and, in 
view of its very strong financial position, it 
would not be surprising to see something in 
the way of a stock dividend if such earnings 
materialize in accordance with expectations. 
At 270, and on the basis of this year’s divi- 
dends, the stock yields upwards of 15 per 
cent, but it must be remembered that this 
year’s dividends are water that has passed the 

















TABLE II. 
HOW WAR PROSPERITY AFFECTED BALANCE SHEETS OF AMERICAN BRASS, 
Assets : 1916 1915 Changes 
Real estate, machinery, etc..........++++++ $13,640,869 $13,545,069 + $95,800 
OS eT ER So Re ere TT et 6,213,914 2,662,795 + 3,551,119 
Accounts recorded ..........-eeeeeeceees 8,598,186 5,943,572 + 2,654,614 
Bills recorded ..........ssceccccccccececs 825,423 182,966 + 642,457 
Woodlands .....cccccccsccccccesccvcccces 184,638 157,711 + 26,927 
DRED | cn ccekccscce cede ctcssccccede 1,343,021 1,311,116 + 31,905 
Ne oak Cisse cncks co cused satees ese Goins 1,000 ee. {2h ln aoe 
Merchandise ...c00 cece ccseccccedccccceces 10,118,514 7,987,052 + 2,131,462 
Tate <scnsaccccccecegnssccorsseecesees $40,925,565 $31,791,281 +-$9,134,284 
Liabilities : 
pital stock ......+-----eeeeeeeceeeeeeees $15,000,000 ES 
yah account and bills payable......... 1,905,890 2,013,276 — $107,386 
Reserve for construction.........--..-+++ 4,000,000 2,000,000 + 2,000,000 
Surplus .......-seeeeecee ce eeeeeeeeeeeeees 20,019,675 12,778,005 + 7,241,670 
ie A cdeaseceseccsueveues $40,925,568 $31,791,281 +-$9,134, 284 

















The Outlook 


America’s entry into the war has put a 
wholly different aspect upon all business and 
especially upon the brass business. There has 
been a sharp slump in the domestic demand 
owing to the prevailing uncertainty, but it 


mill. Until the new tax laws have been more 
clearly interpreted and it is possible to cal- 
culate their effect upon industrial corporations, 
especially those with huge war profits, the 
safe course for the investor is to wait that 
information before making market commit- 
ments. 











Unlisted Security Notes 





Aetna Explosives — Judge Mayer, of 
the United States District Court, has in- 
structed Receivers Odell and Holt to reject 
the offer of E. I. du Pont de Nemours & Co. 
to purchase its nine commercial powder 
plants. The latter company offered the re- 
ceivers $1,500,000 in cash for the plants, not 
including raw materials, stock on hand, etc. 


Amoskeag Manufacturing—In the face of 
enormous record-breaking earnings in 1916 
by New England cotton mills, large and 
small, Amoskeag Mfg. Co., the largest cot- 
ton mill property in the world, reported an 
increase in profits for its 1917 fiscal period 
to May 31, 1917, of but $154,428, or a scant 
13% improvement over 1916. To record this 
gain Amoskeag had to handle a business 
half as large again as in 1916, or roughly 
$10,000,000 more. In other words, while 
sales increased from $2),684,292 to $30,439,- 
214, profits advanced from $1,179,181 to only 
$1,333,609. 


British-American Tobacco—Is reported to 
be selling, with the consent of the treasury, 
1,000,000 ordinary shares of the Imperial 
Tobacco Co. of Canada, Ltd., out of the 
holdings of the company, to a well-known 
London financial house. The object of the 
sale is to provide additional capital with 
which to purchase necessary supplies. 


Central Aguirre Sugar Cos—Earned $2,- 
397,449 net in the year to July 31, 1917, or 
$79.90 a share on $3,000,000 common stock. 
The company had $1,233,417 cash on hand 
July 31, compared with $1,049,548 on Jul 
31, 1916. Balance sheet, as of July 31, 1917, 
shows a profit and loss surplus of $2,284,- 
582, compared with $2,597,179 July 31, 1916. 


Chandler Motor—Actual car shipments to 
Oct. 1 were close on to 14,000, or about 
33'%4% ahead of a year previously. The out- 
put of 14,000 machines for ten months com- 
pares with 13,073 for the full year 1916. 
Chandler has earned over $30 a share, and 
for the full 12 months profits are estimated 
between $2,300,000 and $2,500,000, or be- 
tween $33 and $35 a share. Chandler will 
have to pay in 1917 an excess profits tax 
equivalent to around $11 a share. 


Curtiss Aeroplane & Motor—Is producing 
eleven complete aeroplanes a day. Work 
is pfogressing on two large flying ships 
which have extreme width of 90 feet. These 
water planes carry a very substantial boat, 
to be mounted with one 3-inch gun each, 
and manned by four or five men. Reports 
are current that a contract had been ar- 
ranged between the U. S. Government and 
the company whereby the latter was to pro- 
vide 1.400 machines at the earliest possible 
moment. The price, without motor, is 
understood to be about $4,750 each. 

du Pont de Nemours—Pierre S. du Pont, 
president, and his associates, defendants in 
the du Pont securities suit, were sustained 


by the stockholders of the company in an 
overwhelming majority in their purchase of 
the Coleman du Pont stock, valued with its 
earnings at about $60,000,000. 


Emerson Phonograph—Has secured a ver- 
dict against Henry Waterson for $46,485.59, 
being the amount due up to June 30, 1916, 
on the contract between Victor H. Emerson 
and Henry Waterson. Mr. Emerson’s in- 
terest was assigned to the Emerson Phono- 
graph Co. The judgment represents an 
amount equal to one-half of Waterson’s 
profits derived from the exclusive selling 
agency of the Little Wonder records. 


Ford Motor of Canada—Reports profits 
in the fiscal year ended July 31, 1917, $2,- 
322,646. With surplus carried over from the 
previous year and after payment of $935,443 
in war taxes, the company shows a total 
surplus of $2,445,130. Total assets of $12,- 
510,130 include $2,066,455 in cash, $1,307,825 
in accounts receivable, $3,859,214 in inven- 
tory and $5,185,924 in plant appraisal. 


McCrory Stores—Reports sales for Sep- 
tember at $619,557 and for the nine months’ 
period at $5,164,520. This compares with 
$556,357 and $4,392,655 for the comparative 
periods, 1916, respectively. 

National Steel Casting—The plant of this 
company, at New Cumberland, O., has been 
closed down owing to the fixing of steel 
prices by the Government. A movement 
was started to readjust the business of the 
concern to the new basis. 

Poole Engineering—Has purchased 100 
acres adjacent to its plant at Baltimore and 
will invest probably $1,000,000 for improve- 
ments, buildings, machinery, etc., to con- 
struct medium calibre guns for the Gov- 
ernment. 

Singer Manufacturing—Has notified the 
Russian War Ministry of the closing of its 
large factory at Podolsk, near Moscow. 
The factory employed 3,700 operatives. 


Smith Motor—An audit shows assets 
of around $3,500,000 and liabilities of $1,- 
800,000. A committee was appointed to take 
care of the creditors’ interests. 

Standard Milling—Reports for year ended 
Aug. 31, 1917, net earnings, $1,668,297, 
against $1,437,845 for 1916, equivalent to 
$26.72 a share earned on $4,786,515 common 
stock, compared with $22.80 a share earned 
the previous year on $4,600,000 common 
stock. 

Submarine Boat—It is estimated that 
about two years will be required to 
complete the 200 5,000-ton ships, which the 
company will build for the Government, the 
first launchings occurring early in 1918. 


U. S. Steamship—The financial statement 
as of July 1, 1917, shows net earnings for 
period ended June 30 were $1,409,090, from 
which dividends of $504,898 were paid. 
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TOPICS FOR TRADERS 





Present Position of the Rails 
What a Study of the Technical Position Discloses 





By THOS. L. SEXSMITH 





N the preceding issue of THe Maca- 
ZINE OF WALL STREET appeared an 
article on the position of the rail- 
roads in which particular stress 
was laid upon the investment op- 

portunities presented by the low prices at 

which the better class of railroad stocks are 
now selling. It was shown in this article 
that, while current quotations for railroad 
stocks were at panic levels, the trend of 
earnings, based on the average per cent 
earned on stocks after proper allowance had 
been made for changes in interest charges or 
issues of preferred stocks, was still showing 
an increasing tendency after a very sharp 

advance during 1916. 

Volumes might be written in explanation 
of the curious condition of affairs which made 
possible such a unique exhibit. After one had 
considered this problem from every possible 
angle a variety of conclusions would no doubt 
suggest themselves. In this article we will dis- 
miss all consideration of so-called fundamental 
factors and look to the technical situation of 
the railroad group as shown by its activity 
in the market. 





Market Discounts Fundamentals 


If we can accept the theory that the market 
discounts known present conditions and prob- 
able future conditions, it is apparent that the 
judgment of those best qualified to weigh and 
measure the effect of these factors will even- 
tually be registered in the price movements 
of stocks in the market. In other words, at 
a time when future prospects, as viewed by 
the most important and powerful interests in 
the market, favor a period of depression, it is 
logical to expect a distribution of stocks in 
preparation of the coming of the depressed 
period. The reverse is true, also, where the 
prospects for an improvement in general busi- 
ness conditions may be anticipated. 

The same powerful interests, which, as a 
rule, are sellers on balance during the months 
preceding a turn for the worse in economic 
conditions, may be counted upon to be the 
buyers at such times as stocks, after a long 
decline, are being freely offered by those who 
find it impossible to carry the burden of ad- 
ditional margins or serious paper losses, which 
their accounts show, any longer. 


Distribution in Recent Years 


The main swings in the familiar twenty 
railroad stock averages are well known to 
students of the stock market. It is easy now 
to go back over past market history and 
designate the distribution of 1905 and 1906, 
and the reaccumulation of the panics of 1907 
and 1908. The second phase of the distribu- 
tion of railroad stocks during the last six 
months of 1909 is also easily discernible from 
a study of the valuable graphic published here- 
with. Examination of the markets of the three 
years which followed, 1910, 1911 and 1912, dis- 
closes some confusing elements, but the most 
striking factor in the market for railroad 
stocks during these years was the apparently 
great difficulties under which these stocks 
were marked up. Resistance to bullish activ- 
ities, or the marking up of prices, was very 
much in evidence during this period. The last 
six months of 1912 were conspicuous for the 
persistent selling which occurred. A long 
range view of the whole period from 1909 to 
1912 would suggest that an organized effort 
at distribution was the dominating incentive 
throughout. 

In confirmation of this theory we have the 
long drawn-out bear market which began in 
October, 1912, and did not end until late in 
1914. This bear market occupied twenty-five 
months, and was extraordinary in the annals 
of the stock market on account of its length. 
It extended more than twice the average time 
used for bear movements. 

Bear markets are followed by bull markets 
like night is followed by day. The bull 
market, which began with the reopening of the 
Stock Exchange in December, 1914, continued, 
with the normal interruptions, until November, 
1916. The recovery of the average prices of 
the twenty rails during this two-year bull 
market was equivalent to practically fifty per 
cent of the decline from the high levels of 
1909. This was a normal recovery, as 
students of market technic will readily 
recognize. From November, 1916, up to the 
present writing the railroad stock averages 
have been in a constant decline. Prices are 
now down below the 1914 lows, and practically 
to the extreme low point touched in the panic 
of 1907. 

A characteristic of the present decline in 
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railroad stocks has been the absence of any 
important reaction against the prevailing 
downward trend. The decline has been, for 
the most part, uninterrupted, showing that 
the resistance against the selling pressure has 
been feeble. This contrasts unfavorably with 
the resistance on the advances of 1915 and 
1916. To use the old familiar expression, 
“They go down easier than they go up.” In 
the last eleven months’ decline all the ground 
gained in the two years of advancing prices 
during 1915 and 1916 has been lost, and a 
generous portion added. 


Present Trend Direction 


There is little doubt as to the trend of the 
railroad stocks so far—it is downward. Re- 
cent market action of the rails shows that a 
temporary halting point has been reached and 
that the tendency, for the time being, should 
be toward recovery. Nothing, however, has 


yet occurred, so far as conclusions can be 
drawn from the action of the market alone,,to 
show that the crucial point has been reached, 
or that the long trend direction has been re- 
versed. 

That the present dowaward movement has 
extended over a period of elevem months is a 
strong point in favor of an early ending. Bear 
movements have seldom lasted longer than a 
year’s time. But this is only one factor in 
many to be considered. There has indeed 
been some absorption of the best railroad 
issues by certain classes of investors, but there 
is little in the current action of the railroad 
market to suggest that a persistent reaccu- 
mulation is being carried on by those well in- 
formed interests who were the sellers during 
the bull months of 1915 and 1916. Until evi- 
dence of such reaccumulation begins to show 
itself in the daily transactions, we cannot be 
sure of the real turn in the tide of railroad 
securities. 
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INCE both bonds and stocks are es- 
sentially nothing but convenient 
ways of investing money so as to 
make it earn more money, or in- 
vestments intended to yield an in- 

come—either now or in the future—it is evi- 

dent that there should be some sort of rela- 
tionship or similarity in the broader fluctua- 
tions of these two classes of securities. 

On the other hand the important differences 
between bonds and stocks must be borne in 
mind. The value of high grade bonds depends 
primarily upon the supply of capital available 
for investment as compared with the quantity 
of investment securities offered in the markets. 

In fact, in the case of good Government 
or municipal bonds this is practically the sole 
price-making factor, since the security behind 
such bonds is so ample as to eliminate almost 
entirely all possible doubts about the payment 
of interest and principal when due. So far as 
those bonds are themselves concerned, there is 
no reason why there should be any change 





worth mentioning in the rate of interest yield 
to the investor from one year to another. The 
reason for change is found, not in the bonds, 
but in general investment conditions—that is, 
in the relation between the supply. of capital 
and the demand for it. 

Nearly all corporation bonds are influenced 
to some extent by the current earnings of 
their companies—a trifle in the case of the 
strongest, a great deal in case of the weakest. 
But any average of the prices of a number of 
high grade bonds will be found to reflect the 
changes in the conditions affecting capital 
much more closely than it reflects changes in 
earnings. 

Stocks, however, are far more directly de- 
pendent for their dividends upon the earnings 
of their companies, and they are also greatly 
influenced by the attitude of the public toward 
speculation. Hence while prices of high-grade 


bonds depend chiefly upon a single factor, | 


prices of stocks depend upon at least three 
general factors. 
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Bonds and Stocks 


The graphics herewith afford an easy com- 
parison between bond prices and stock prices 
since 1902. The first point to catch the eye is 
that there has been a general downward drift 
in bond prices for 15 years, while there has 
been no such general declining tendency in 
stock prices. This is due to the effect of the 
“Major Cycle” or “20-Year Cycle,” and since 
1914 to the effect of the war, which has modi- 
fied the Major Cycle. 

It is a historical fact that the United States 
(we will not extend the inquiry to foreign na- 
tions at this time) tends to accumulate capital 
for about ten years and thereafter to dissipate 
its capital for about the same period. Thus in 
a broad way weé were accumulating capital 
from 1873 to about 1883 and dissipating capi- 
tal from 1883 to 1893, accumulating from 1893 
to 1902 and dissipating since then. 

The period of accumulation generally begins 
after a panic of greater or less severity, such 
as 1857, 1873, 1893, or 1914; since such a panic 
shocks the public into saving money, and the 
memory of the shock instils caution into every- 
body for years afterward. 

It is a matter of course that the ten year 
period is only a rough approximation and 
that events lengthen or shorten it. Thus the 
panic of 1914 would naturally have ended the 
period of dissipation of capital, but the war 
has developed to such gigantic dimensions as 
to compel the further dissipation of capital on 
a scale never before known. 

Stocks also have felt the force of this long- 
time capital factor, but in 1915 and 1916 its in- 
fluence was more than counterbalanced by the 
phenomenal earnings of industrial companies. 


The Logic of Fluctuations 


Examining the graphics a little closer, we 
see that the lowest prices for bonds have co- 
incided pretty closely with the low of stocks 
but the high of bonds has preceded the high 
of stocks; also that the war has upset the regu- 
larity of these movements. 

There is a sound philosophy underlying these 


facts. When stocks are at the bottom, specu- 
lative holdings of the public have been pretty 
much squeezed out. Investors are making the 
prices and they are most strongly influenced 
by the income return afforded them. This, as 
we have seen, is the principal factor influencing 
bonds. Hence it is natural that, at the low 
point of the swing, bonds and stocks should be 
moving nearly in harmony. 

At high prices, however, stocks are strongly 
influenced by big earnings and by public specu- 
lation. These factors carry stocks upward 
for a time after bonds have become stationary 
or have begun to decline. 


Practical Points 

It is notable that the first good rally in the 
monthly average of high grade bond prices 
after a panic (accompanied, as we saw in the 
last article, by high money rates) has hereto- 
fore indicated that an upward tidal swing in 
stocks would follow. 

Bonds have usually shown a declining ten- 
dency for about six months by the time stocks 
are at the top. This is noted in 1902, 1905, 
1909 and 1912. The general reasons for this 
fact have already been explained. 

While direct prediction is no part of the pur- 
pose of these articles, it is a plain conclusion 
from the principles just explained that high 
money, low bonds and low stocks may be ex- 
pected to come approximately together at some 
date toward the end of the war. A prolonged 
decline in stocks will have nearly eliminated 
public speculation, and no reason is apparent 
why the termination of this big war decline in 
securities should be any different in essentials 
from the bear markets of the past. 

After a declining tendency in bonds which 
has now lasted 15 years, a broad upward swing 
of the Major Cycle during a period of years is 
naturally to be expected, when once the end of 
the present rapid dissipation of capital is 
reached. 


(The next article of this series will discuss 
the relation between the stock market and gen 
eral business conditions.) 
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RICH POOR MAN NEEDED 


In 1907, the “rich man’s panic,” investors sold because they were forced to. 
In 1917, the rich man is selling, not because he has to, but because, with the 
deduction of his taxes, he finds his securities unattractive. Again, the — 
of the financial markets depends on the “rich poor man.” Unburdened wi 
heavy taxes, he finds present investment yields inviting and his only question 
is safety. amy im in this respect and he will turn the tide even more 


effectively than he 
League. 


id in 1907.—John Muir, President of The Railway Investors’ 
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MARKET STATISTICS 


Dow Jones Avgs. 


20 Inds. 


“Stock Exchange Closed (Columbus Day) 


20 Rails 


85.07 
84.70 
83.51 
83.08 


81.50 


50 Stocks 
High Low 
72.81 71.67 
71.85 70.77 
71.03 68.40 
70.35 68.57 


Stock Exchange Closed (Holiday) 
3 69 66.99 


83.07 
82.51 


66 
82 


Total Sales 


431,800 
746,700 208 


1,085,700 249 


946,100 

















